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.- ■ • :' - o . ■ . ■• : . ..''s^ ' • ^ . ■ • ' 

'•■ ' ■ o U.S. Senate," 

* - ; / - Special COMMiTTTBiE^oN^AomG, 
v , - ' ' V • * ' . 

The co^^ met, j)ursuant to, recess, at 10:65: a.m., in room 
6226, Du-ksen Senatft^OfficrQ, Building, Hon."Frank Ch\>rch (chairman) 
' presiding. \ V , \ , ' ^ 

Present: Senators Church and Percy. * -n. -j a a«- lUf 

■^Also present: .William E. Onol,: staff director; David A. Affeldt, 

* cfctf counsel? <Jarry V. Wenske, assistant counsel for opemtioiw; 
^ Letitia Chambers, minority staff director; payid A. Rust, minonty 

nrofessioial 8taff> member; Alison Case, operations as^stant; Iheresa^ 
M Foreter, fiscal ajBsi9iant; aiid Madonna* S. PcSttit, research a^istant. 

Senator Pbrct [presiding]..! would -like to announcethat Senator 
Church is stills at th^. White House, but t)ecause of the time scheduie 
of Chairman Campbell, we ^ proceed immediately, and hope that 
Senator Church- tWl Airiye shortly, ' . . 

' Chairman Campbell, we appreciate your appearaiice today. We 
. have had outstanding testhaony in these hearings. As you well Jcnow, , 
./to inciealsing portion of our population falls in the 65 and over 

* 4ateffofy. tEs is a mdtt^i-lof concern to the country and certainly 

• oucht .tabe'Seveloped, analyzed,, and reflected in our policies, lour 
ex^rtise :and Counsel m this are^. are very, valuable to the committee 
and we welcome it; • , * • ; . 

' STATEMEHT OF-Hok ALAN K. CAM|!BELL,^CHAIRMA1I, CIVIL 

• SEBVldE COMMISSION;, ACCOMPANIED BY THOMAS A. TlNSLEY, 
. " .DIEFCTOR, BITBEAU 0* RETTREMENT, INSURANCE, AND OCqUPi- 
' TIONAL HEALTH^ / ' ; . • . . * 

Mr CaICipbbll. Thank you very much, Senator Percy. With you 
sitting there Mid me here, I >vill o'ccasionally lapse into ^ some state- 
ments on civil service employment. ' > ' 
I am accompanied today by Thomas A: Tmsley who is Director 
our iSureau. of Retirement, Insurance, and Occupatidnal Health, 
■'"we ard^ pleased^ at this opportunity to discuss implementati/on of the 
nrovifflo&'in the Agie Discrinrination in Employment Act. .Amend- 
nxentTof 1978; which abolish the^mandatbry retirement agfe for tederal 



eiAployees/ whrch previously had becrti at age 70. ^ _ ^ 



-'Although wVare not certain, we do not believe that eliminating 
the mandatory age of 70 for retirement will have much impact on 
the Federal service. Statistics show that there has been a gradual 
but discernible trehd toward early retireipent among Federal em- 
pl^eeSr&ot-unlik^he^privat^86ctor^ — j-^ ^ 

Over the past feW^ears, for example, while the Federal vork force 
has remained relatively static at about 2,7 million persons, tlie number 
of employees remaining in service long enough, to be mnndatorily 
retiredf'has steadily declined. In 1966, o| a total of 33,090 retirees, 
* 2,391, or 7 percent, werexseparated imder the matxdatory, i{;eti^ement 
J)rovision of the law. In 1077, this dropped to 1,773 of 86^.668, or 2 
percent mandatorily retirecL 

The retirement trend for employees in general has followed essenti- 
.ally the same pattern.. The Werdge age of employees retiring .has, 
fpr exiimple, declined from 63.iJ^years in fiscal year 1970 to ^8.3 years 
in fiscal year 1977.. This data would seem to indicate that eliminating 
the requirement for mandatory retirement at age 70 would not create 
van dbstacle to the employment \>( younger people in thej Federal 
service. ■ ■ . . \ . ■.' ' " / . 

Although we do not expect any major impact from this law, we 
are currently studying its effects ak mandated by Congress. The 
stuijy report, due January 1, 1980, will only encompass 1| vear of 
experience an^i. thus yn\l permit us to cfraw only- tentative cpi^clusions. 
The report iVill make before-and-af ter comparisons in selected Agencies, 
by age groups, in such categories as retirement, other separations, 
hiring^romotions, and discrimination complaints, 1 

Since mandatory separation in the past has affected few Federal, 
^employees, we expect no serious increase in the nijmber of ol,der em- 
ployees wl\ich might adversely affect the efficiency of the jFederal 
^ervice^ " « ' . j 

Measuring J"oB Skills i 
* - ' • ■ ' . • 

Concerning the development withinr Federal agencies of objective 
means of determining job, skills obsolescence, the. removal of man- 
datory retirement can be expected to impact performance evajluation 
programs in Jit least two ways. The first impact is upon the n^anager 
who, seeing ms staff growing older^ beginsio interpret the nerformance 
evaluation guidelines more strictly in, evaluating middle-ag^d and 
elderly employees to provide an alternative to mandatory retirement. 
The second impact IS jupon the employees themselves, /whose Job 
skills become outdated over time and must be renewed or changed. 

Senator Church [pfesiding]. Aren't you saying, in a rather opaque 
way, that the alternative to mandatory retirement is finng people 
who don't perform, outstandingly? 
" Mr. CampbeIl: Well, what we are saying is 

Senator Ckurch. li that is possible in the Federal service, i 

Mvf (Campbell, What we are saying is that We will need to evaluate 
the performance of older people carefully because retirement, will not 
be mandatory, and that will put a new burden on performance eval- 
uation that it has not had before.* ' , 

Senator PERCYi Could the charge be made the older workers^are 
6ub}€ct to-unfair evaluations and standards? ^ ^' ^ ■ 



l^^f i-viM^ hftVft' *vM^c^ to suggest 




albirFiDftcT. Do yow, in yo^ testimony, expand on the phenW- 
Mii^'of why so earlier, and the underlying reasons 

. forit?' '^'- " - ,/ ; \ > ■ , v ■ • 

v^^ then, in your' judgment, what are those 

^ ^ro coilsidfelr the popularity of mandatory retirement 

'^^ -r -'at and Uie support for this change by retire- 

p v nii^^ Why this phenomena of 

>^ pfebjblWT^^ and the high cost of living 

51v woiS^^ retifing at a later age, yet the Federal 

v^^' t W is the largest employer in the country, seems to* 

' ' '"^ rMiri^GAMPfiBLL; 1 don't Believe we have systei^aatically (Questioned ^ 
:^ peobla ^ho^^a^^^ why. Our impression is that the 

;>\ J^eaei^ ffvistem does indeed make it economically feasible 

: to TO^ The possibility of a job after retirement outside the Federal 
jsibctor^^ anditJhe autoiQaatic co^ increases for Federal retirees, 

'^$ecand, I Would thixik twi organizations want to bring m new 
tiJent; niaw energy^ particjdElly in middle and upper management 
^^^^ . I believe it also applies in 

1^: ; corporanons^'S^ were very much concerned 

j-i about ^^^^^ mandatory retirement law. There probably 

i^^ once they are eligiole. 

; Sciiiatior Church. Please* continue. * , 

Cai^bsIiIj. Basic to all our considerations, however, is the 
hebd for more effective performance evaluation for all employees. May 
I aidd that adeqiiate 'performance- evaluation is critical to the entire 
. - civil service reform effort, as- well as to what we are discussing today, 
t;; A perfonbance evaluatipn program should include positions described 
f by skills and abilities requirea. Staffing and performance standards 
must be reasonable aiid jdb-related, and not arbitrarily exclude or 
' discriminate agaii^st [oLdar^ workers. The needed sldUs, abilities, 
[knowledges, and aptijRSes necessary for satisfactory performance 
] . must be specified ana justified. Neitner chronological age nor other 
; nonmerit requirement are legal except forisolated positio|i& having 
- bona fide exceptions, . . /* . * . 

Each employee should receive an impartial evaluation to detenmne 
' ' . .the adequacy of current performance and* capacity to contiilue per- 
^ formfing on ^an assignment. The performance sbould be . measured 
fi^ainst establ&hed performance standards lor* against . specific* pA*- 



fonnaiice goals ^ ^ * . v • / 

Appraisers s— — — ^ — , — — . . 

^iahdUla^^^ the system, is understood and 



Appraisers E^bi^d be traced and coached, and Ihe apprai^^ 



applied without bias. ^ . . . , 

!npvision shbiild be made for^ additional cussesSments in mdmdual 
sbilb. and abilities throujgh mterviewing, testing, or ot^^ methods to 
^flirf!i)i ^fnft training needs a^/or qualifications for altegra.te job assign- 
m^ts aiS^^esnonsibilities. . 'V * 



, . OiMCVointirn or EvALUAnoir 

Other systems would supploment tho basic performance evaluation 

system to '"^ * — n«i.it;/»na tn norfni-manp.h moblems and 

-to-assure- 



ler systems would supplement tho basic performance evaluation 
Q to provide corrective solutions to perfoi-moncft problems and 
jure the absen c n of ag e or other cliscrimination in t^ie procestf. , 

CouiselinK and guidance would be provided under this program to 
help each employee evaluate personal abilities, limitations, interests, 
goals, and plans. For employees whose performance is found to be 
unsatisfactory, additional assessment of individual skills and abilities 

. would be provided through interviewmg, testinfj;, or other methods 
to determine training needs or qualiBcations for alternate assignments- 
and responsihUities. "The program will also assist omployees-m indi- 
vidual retirement planning and aid in- solving alcoholism, drug, x-* 

■ financial, and other life adjustment problems. i u 

Modified work oirangements, vfhem appropriate, may also be- 

Nprovided for employees who want.to continue to work but at a reduced 
activity level. Included ambng such arrangements may be: Fart-Jimo 
work; special work assignments; voluntary reassignment to lower 
Position and pay; and other flexible work arrangements. 

To retire or terminate an older employee would require e^udence 
that would stand up in court that the einploVee was not performing 
Drooerlv— the employer .must demonstrate that the separation was 
Sot based on age alone. To obtain this evidence, agencies would have 

' to' make their programs for evaluating enaployees more objective. All 
ages must be evaluated on the same basis. Evaluating an older employ- 
ee under toore severe standards is age discrimination. \ 
. Alternative Work schedules are. a way to continue to utilize ad- 
vantogeously the skills of older workers as well as. all wqrkers. Over 
the vears. the Commission has provided encouragement to^agencies 
with needs for part-time workere. Several Commission pubhcations 
have highlighted the benefits derived from part-timors, for example,. 
"Part-fmie Employment," in Women m Action, (Federal Women s 
Program, CSC]; Vanuaiy-Februaiy 1978; "A New Look at Part-time / 
EmDlbvment," i» Civil Service /oumal, July-September 1977; and ^ 
"Frexibility Thrqugh Part-Time Employment 6f Caieer Wpi^ers m 
.the Public ScsrvJce"' [Personnel Research and ..Development Center,, 
' CSC],. June 1975. ^ ■ ' 

PAKr|TlMB "V^BK AjnT^FUBXTIME^' 

The CommissJ'op^s ofeo working with the Office of.^anagemont and 
iudcet to make/the pbi-sonnel ceiling system more conducive to' the- 
use of part-tim J workers. Under cuiTont definitions, a part-time>em-- 
plovee consum^ one ceiling, space -whethenlhat employee woi*s ^ 
. tours or 39 houFs per week. Because of the hmited number of ceilings. - 
spaces, mai/agers have no incentive to use their allocations to hire , 
employee* for less than the number of fulMime staff hours. • fj ^. 
' r w^h tof^^emphasize that we f»v<>i:.tJKoxpa°sion tof part-tune oflk. 
pbrtuaities in the Fedpral service and, as yrtu know, flextunehas proveH;^ 
.-.to be4>eiy satisfl^tay way of oW5{°/ - 

Flextime has beeniSlopted m moi% t^fhi 15.0 Federal Goyemment, 
insfallations covering more than 141,000 >naployees. AdditiCpdly, 
the Commission is strongly, supportive .o^ the federalE 
Jlexible antf Compressed Work Scheduled Act—S.^-SW' and 

V ■ \) " V " 1: ' 0 



f^ ^li^Wdh^^ HouBO by » wido margin and is 

j>mmtly w by iht Senate Governmental Afiiurs^ 

i ' IhNadditi^^ ta ttoe faTorable impact on Qoveninient operations. 
; .ftn d ^^'^ -fty^ service whioH we believe will 

Toault from uap of altiemative work schedules, we foresee a number of 
If? /tooial^^^ widespread jise of these systems. Rush 

can be dispersed over more hours in ^he 
; monv^ wiin a commensurate increase in the operating 

" , efficiency of public transit systdms. . , « i . 

More important to this coti^ is the favorable impact flexicMe 
• forking hours cAii have on older workers. Testimony f rom repre$ent- 
^ , -Stives of or^adzatiOns of older persbns on the Federal Em^pyees 
Flexible ana Oompressed Wofic $ohdciule8 Act mentioned thd|piany 
. older ll^rkers would nhd it easier tb: commute by pubUc tran^orta- 
■ tion outside rush hoprs when set^were nrore avaflable. Some older 
persons wake up very early in thTmorftrng and would like to st^urt 
work during their owii most pKS^ductive hours. Others find that thev 
need a little longe^. tiine at home; in the morning and prefer to work 
Jater schedules. All of these 'personal needs can be easily accommodated 
under a flexible \torking hours pi*ogr'am. 

. PBBBSmiaOMBNT TRAnOKO 

You asked in your letter.for a status report on preretirement train- 
' ing. Chapter supplemtots SSl-l, 780-1, and 890-1 of the Federal 
PersonnelNJanual require- that counseling be available to employees 
about benefits to which they are entitled by nght of their employ- 
ment. ^us, employees must be oflfered, and if they wish, be provided 
counseling m addition to the< general information made available to 
them on retirejpient, Jbealth benefits, aiid life insiirance. 
% ^ In fact, a^new employee is provided a certificate of membership in 
the civil service retii*ement system. It contains much of the basic in- 
formation about the retirement' system — eligibility requirements, 
* creditable service, annuity computation formula, and more. They 
are'idso furnished information^conceming other benefits./ 
- FormiJ retirement copnselin^ seminars are upiialM aimed at em- 
^Jflpyees witKin 6 years of eligibility for retirement; that is, generally 
age 50 and up. Preretirement sehiinars use technical experts trqm the * 
§0cial Security Administration, local banks, and hospitals or clinics, 
■covering such subjects as estate planning, taxes, nutrition, and, hous-^ 
ing, OOaer speakers may include retired .employees and tn^embers or 
» retiree organizations, in addition to • informationalv materials pro- 
' duced ana provided by the Commission, many agencies supplement 
this eflfort >wth other ihformfcttidn, such as commercially prepared 
booklete wbicb are mailed to the residencies^ employees nearing re- 
tirement eligibility^ - X . , " 
I Asi4e from the Commission's role in encouraging and assisting agen- 
. V tCies .t^^ services available" to. Fedetal 
employees, ^thier Cdmmission has recently become more active by re- 
i spondmg to requests^to participate in agency .programs. During 1978, 
we paftTcipated W 29 prerttirement seminars. These seminars have 
been well^eceived and m^t agencies' are planning to reschedule pre- 
retirement counseling sessions later this year. . ^ 

. ' ,8»-16a— 79- — 2 
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• Our view i» tliat prerotiromont cmiiwoMj^iB a coutinuinf? loarninR 
proqosR— •tartin|]t wFtli the initial oriontatioiyubout tho benofllH pro- 
vitlotl by an employer, progroR8in(C to"Vri9itio romindw^s— via infor- 
' ' mational isauancos ot ^Yo{xt\moo onp career, and 

rulminating in fortnol aominara or individual counHolinp: Hossiona in . 

" ] • tho years immodiately procodinf: rotiromont. We will, liowovor, ron- 
tinuo to review exiatinp policy^ in this area and make any (^lianpjes winch 
^ will assist omployooA in making: decisions i^oncemiuf: retirement, and 
make tho transition from the work-a-day world iRto retirement smooth 

and satisfyinfr. ' . .i 

I wish to thank you for the opportunity to discuss those matters j 
with you this mominj::. I will bo pleased to do my best to respond to 
any additional qufjstions or requests you or the members of tlie com- 
* mittee may have/ . , , . 

Senator Ciiu«cn, I know your (ime^is constrained (his morniujr, 
^» Sonator Percy, you had the opportunity to hear the whole testimony 
ind I would like to defer to yqu for sonuv(iu(\stions. 

Senator PEhcY. First, I would liko to ask about the nrerotiremont 
training yoiy mentioned in your testimony^ SeverarotluM' witnesses 
addressed this issue und snoke on various topics— nutrition, housing, 
' ' relalionshifis, and so forth— and their rchition to retirement. Poor 
retiremeni planning causes problems, such as selecting a favorable 
climate/imd then finding out they have the sunshiut) but they don t 

V ^ have friends, and then becoming disillusioned. , i_, r u 

V Ilave you found that counseling seminars are valuable for the. 
" prospective retirees? * * . - i' 

\ / Mr. ^CAMPnEU;, Mr. Tinsley certainly has •more ex|)erience in this 
. /area than I have and I nsk him fo respond to that. 

Mr. TiNBLBY. Thi& programs. Senator Percy, nre usually tailored tp 
the audiences. We have no standard programs. In many instances, we 
discuss relocations to another geograf)liic area unfamiliar to the retirbe 
except for a previous vacation. We \)eliQve it has been very productiye 
to discuss economics, geography, and things of that natures- — ^'"1 

Senator Percy. The wvil service is quite unique when compared 
Vitb the ^private sector, because moving the retirement age from 65 to . 
70 is ejq^ected to have* little impact. A civil service employee may 
retire at the end of 30 years of service with approximately 56 percent 
of Ws three higffest years of earnings as hisa*etirement income. Is that 
a niorQ generous kind .of benefit than most Wlividuals have available 
to them in the private sector? 

' Mi^4 Campbelu I ask Mr. Tinsley to comment. , 

MrATiNSLEY. You can retire aY age 55 and 30 veare service with 
full annuity. In most privatQ systems,, if you retire ilbder age 60, there 
is usually.a substantial reduction, which tends to discourage earlier 
retirement. So the earlier acre permitted by the Federal Retirement 
Act is a liberal provision aiiu it does encourage earlv retirement. 
• Senatpr Percy. Evten th<5ugh individu^s may only be m their late 
fifties OT early sixties,^ tSe benefits they accrue from stajnng on after 
30j years> staying on to age 65 or 70, is not commensurate with the 
benefits they could get if they just stopped their Jederal service and 
maybe got a part-time job some place else. Their retirement from 
civil service is not at all affected Ihen by outside income. 

Mr. CAMPBmL. As long as that is^not in the Federal Government, 
it is not affectecL ,1 T 



.'^^ ■ - IBS. 

l^aki<fr£knoY. S0| in a seoacr it is pomiblo that iKost of thoao 
peopto aranniot ratiriiigr rllthor thoy are juat loaving tbo.Fodqral 

V Qov^rpment and sa^kiBg amnloymbnt in other placee. Do you have 
'v\ any #itudiflep Cnairman OampDolii whioh mdioate ifuB to bo true? 

JBKinxaNT cm Naw CARunflt 

i * • M ^MXi TiNaiJBy. .^e have no dotailod study. Sonator, but ono study 
several years ago, when we had the probloitf of froason salaries for a con- 
' sid<fra|^re period of timOf indicated that people were leavih^and going 
^ into second flareers. In,{act» more and more of this js occurring, even 
«^ i .in' the private sector,' where people leave and engage in a second* 

* ,;o<>ar^er. Veiy few people who retire at age 66 or even at oO today, really 

V ' l^^ sense of the word, they usually find other gainful 
' llrtaiploymenWi^ , • . 

' , Mr. CAB^niQtL. I wp\|ld like to make one further comment if I 
' might. It is impojctant to keep in mind that with Federal pHy for 
: execlitives, operating the way \i doesflbhat is, long periods .of frozen 

* pay/fr^qiienvly retirmg and receiving cogt-of-living allowances which . 
would in the long run, produce more income for the retiree than 
staying in sc^^ice. * ^ 

- Senator PliBOY. Those are all things that ought to be brought 
. up under ciyfl service reform, I suppose. As to how loiig this policy' 
can be continued*, especially in view of the fact that people are living 
longer. I don'Ji kno^. Social security will go bankrupt if we continue 
the current retiremi^nt policy of eligibihty for reuroment benefits 
after 20 y^rs service. If ^hose people are not going to retire from the 
work force, then! they areC going to spend the last 6 yeair^ of that 20 
jrears of service lining up another job. They ore going to be working 
while collecting retirement pay. Is there some concern in your mind, 
QhaiWan CfimpbelU as to whether or not Aye are going to be able to 
sustain and afford this policy in the light of increasing longevity, and 
^ in the light of the number of people ^yho are seeking early retire- 
ment, leaving the service at a prime time in their life, but taking- 
their talent some place else? 

Mr. Campbbll. I think it is a serious problem. It is a problem, 
particularly in the Federal- sector, because of the relatively early 
retirement age, I would suggest, however, that it is a total societal 
^ problem, as more and more people have valuable time left in their, 
careers following their retirement. 

.1 woUld make only ope point; that.we are under legislative mandate 
to produce a ^tudy, along with HEW,Hhe Treasury Department, and 
0MB, to reporb to Congress by 1980 on the coipbination of the Federal 
'retirement annuity system with the social security system,' and that 
study will look extensively into the kinds of problems you just raised. 
Senator Percy. I think. Chairman Campbell, you could be excused. 
* We appreciate, very much, your appearance here today. I have tw.o 
other ^luestions but your colleague could answer them for you if you 
mustleavem X.am noi; sure whether Senator Church wanted to qu6stiQn 
you jperson<Jly._ ' , ; 

^ ' Mr. Campbell. I just would like to add that these are matters of* 
Iremendous concern ta.those of us having responsibility to the Federal 
worX force, and we look forward to working with this conmiiijbee- in 
this area. * o . 



Senator Panor. Thank you vory rtuclu \ 

Mr» Tiniileyp ona queation on nocial nljcurity.,/! hero \n a provmion 
in that bill which WKjuoad the amount for tho nurvivinR »poime» 
Would the 6-year grandfather clause in Phip prot4ict emploveoft who 

j^j^ ^]^^^ »/i iM>»itM>mAnr nnA inrliwln Bonial gftcuritv honofltMn their 

retirement plan? Could you briefly oxt)lain the rationnlfl^r thm 
provision and could you toll ua what effect thm will have plJRdorM 
employeesp particularly in tenns of retirpm<j|f)t incoma which^iU be 
Available to them? ^ , , , . # .i \ . 

. Mr. TiNftLUT* Although I not privy to.tlio dovolopnicnt of tlmt 
provision, I think the rationale prrow out of a HenHO that indivuiufrm 
wore beginning to bo able to multii)ly thoir rdliremont inronio by 
virtue o7 acquiring^eligibiJity for rot ivdniont* benefits under vanouH 
ayfltema. There was a particular political Honsitivity, and a senBitivity 
on the part of the public, to the fact that some civil seryico retirees, 
particularly those who retire early, go^out and obtain eligibility under 
social security, and, therefore, they are got ting two hot^ofits from tlio 
Federal Government. . r ui 

There were a number of propasals to try t o correct ,that probjem.* 
aome of which were benefit offsets. One i)mpoaal contiiined la the fill 
involved the problem yoii mentioned; that is, the impact of combining 
the two systems. It Will, undoubtedly result in a reduction oMbenehts 
for some mdividualfl. Beyond, that, I would have to do- muCh more^ 
analysis and stxidy to be able to give you additional information. 

SeYiator Tmdr. Vfo would api)rcciate that. , • 

• The difficulty of exi>an(ling i)art-t!me oppof*^""**^*^^ ^Vi"^'* ^'1® 
Federal service has previously been described. The way OMB counts ^ 
job slots increases pressure within cftcli ngency to^ hire jiart-tinio 
employees who will work almost u full-time scheclule, 30 hours ft week 
or more. What can be done administratively to correct the situation^ 
Is there a need for any legislative action on our part and, if so, would 
you recommend any such changes? , . , . • 

Mr TitNSLET. There is part-time legislation currently in ( ongress. 
The Civil Service Commi^inion ixxul OMB,Jiowovor, are already acting 
tit President's Carter's direction to oxi)and part-time opnortunities 
under existing rules and regtilations. Regardless of the legislative out- 
come, this effort will continue. ^ * . ' ^ , ^ 

SenatJor Percy. Finally, i^e have heard testimony on part-time 
ivlodified worfc atrangomont^ such as i)art-timo work and |i«xtimo for 
older workers. How prevalent. are such arrangements m the I«ederal 
Government, and can you cite examples where these arrangements 
have been used sifccessfully? To what extent do wo need to expand the 
provisions of these to have a timetable or have such ftrrangemonts 

1 Wl 9 J. * 

*^Mr.'TiN8LET I don't think the p'lactice hoa been vqywi(l«prCRd 
to date, Senator.lt is part of both the Pla'^n'^K^^f iZJtf.s 
Commi^ion and the agencies to exi)and these cfTorts. ^he 'mpet us 
here came' from the President's mterestAnd direction to all agencies to 
expand pemianent part-time opportunitiea for'eniployecsK)faU types, 
'Althoueh the effort .has teen underway only smco last fall, the results 
thus ffiff are encouraging. Part-time permanent employment is up by 
dmost 20 percentrovlr last year. Wchopo tBis progress continues and 
asl^entione(?6arlier, are taking a number of admmistrative actions 
to ensure' that it does. ' _ - . 




i^e^ would undOiUbtedly spur 





ur<itping^:ilie p days of hearings' on "Retirement, Work, and 

ifc'^^fe -Bav'e' of information on yarioua 

ci«i«=u wfcniBmg'^w patterns. The hearings, to^^ have 

tbrmSuW^^wSB^^^ impressed >%ith the testijnctt^presented^ 

)3^tSj^iS^Wifyigi^^ which I i?iopH9 wiU lead 



^r^;of/?th«^, 

tet'^^iBiinsultirit^^'i-.. — , • . ■■ >m , « - , --t 

Civil Service Commission i 
^■^^^^^ifeffi^s^^^ arrangements should be helpful and inform---- 

vjirV^r^^i^^Y^^^^^ in the work force for longer periods 

S$v(r 6f:itoe,'^they^^^ tiiat they can cope with, 

i'^i -chMge&'ihi t4 Preretirement comiseUng, trial retirement, ■. 

#f ■ > gr^ual^tir€anent7/^^ employment-wiU'help otu* citizeng^adjuOT 

- "fohger- w ^ country;^e..Fed0ralr" 

vi: Gbvermrie^^ search, forvvwble 

^^jf^^memat^ mbdes/Those approaches which prove successful in the Federal \. 
^;i:§^S6iv3'fi«i^ tfi(jen;^ ^daptfed for use by State and local govenuneiite, as weU 
V •'i»'^the^private^^ 'i ' ;* ■ '''j- '' 

" ^ Senator Chiles andgl re S- 2806, the 1978" anaendr 




:iiitb'S:..2570, :the CETAireauthorization bill Which will soon be considered ^ the 
Senate. tOur provision encourages oldpir worker participation in work sl^nng; 
and flext^et arrfuigements. The .l^^^ of these two. innovations is, in my opinipn.r , 
a most irite'resting work style alternative. It has worked well hi some federal ^ 
agenties, and imp^entation of^he flextime concept o^a broadei- scale is worthy 
: ' o£full«ploraUon;;I'am interested to hear from Commi^ioner CampbeU about the 
extent and feflfeotiyeness of flextime among Federal employees.^ > 
' Needless to say; both private industry and the Federal GovemmBn|. miist • 
V adjust to the changing demographics which accompany the imminent senior 
: boom.'^ While it is appropriate for the Federal Government to take the. lead in 
ito development of 4e^ experiments in alternative work 

stylea shoiud idso be^jiutmied in the private sector. In this regard, I look forward 
to hearing from Mf^ &bs^^ and implementation 

xif/ vaHbiis hpriirkdilioi^^ 




viwjLw-u* changing '>Tv»«. ***M**^-—^--» w^^-^-. — ^ - . . 

bu<» 'si^iificantly to o'u^ effbrts to explore, in depth, Che evolvmg roles of employ- 
ment and retirenient in oui dynamic eocie^. 
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. * ;: Senator .GHT7BCH.viOur next witness Is^Si^ley^ i^. BaBfe'on, Jr., who ;^ y 
iS a mainagenient consultan^^*^ 
V; ^ the Techmcon Cbip.; aad tJ» author o^^^ 

the Depriciation, ObsolesciBnce and Transience of Man." Interesting ■ 

X • -eiiJe; ^:^,Ni::-:.^ ^ .. <i- - " -.' ' -^ i - 

^ ; * Your statement is nearly as thmk as^our book, Mr. Babsorf, blft I 
^ - . anrco^fideril^iat you wuljpibniit it for the recbrcL'and highligl]jfit* « ^ 
^ for the committee. * . ' • 

; ; isrArtENT OF STAItLEY M. BJ^ON, JR, IPIW CATOiO, COIOT., , 
'^IXLQimES^ CONSULTABl, AHD FOEMEE laCE PEESIDENT OF 
" I1NANCE,TECHIIIC0N.C0EP; , 

. ' . * • • ; .<i;^ \j V • *') ■ ' ■ ^ 

; Mr. BAbsON.- Senator Chiirch, Senator Perifiy, I am deeply honored ' 
\ ^ ^ to be permitted this opportunity to be a ^aker before your c>Dm- ^ 
^ • , " mittee. ^ I poiAfed out in the text of my^tatement subniitted to 
. ^you, lilna^realiy sui^ 
' - * ^i|p expert on p^hsioR plaiming. Ihav§ been the chief financial officer 

. - ^ire variety of compa]M:el5 over the last ^5 years ranging from $2 millioi;i ^ 
! in size up to over $200 milliDil in size, and therefor^ , have" been 

interested, from a private sector standpoint, in this whwe matter of 
th6 economics of "people cost," and not just Retirement alpne. * 
^ Many of the cpmments that I have put in my statement, which ha^^-- 
: \ been distributed here, come from myT>ook, and I have ifb advise ybu 
that my material may be somewhat dated. Some of th^ thoughts and 
provocative arguments that I may have raised o^yeats ago are rather 
like yesterday*fe mashed potatoes these^days, because every newspaper 
you pick tip -has similar comments from a variety of. experts. I do 
appreciate the opportunity to be here^^d I hope that I can contribute 
sometlunff to this committee's very worthwhile project. " , 
There IS no way in; the time that you have allotted to me that I 
. can go over the 46-p.age statement that I have submitted.^ Therefore, 
I urge you to read it, because I have tried to be provocative and 
thoughtful in some of my comments, and deliberately so. 

As I understand the purpose of this hearing, it is to bring into 
focus what is happening currently in the United States regarding the 
trends of agiDg, retirement; and employment opportunities for the 
' agixigi together, with the econoroic consequences of such trends, 
^etiier funded privately,, publicly, or both; Therefore, really, the 
only thing I could accomplish-here— ai\d I think that perhaps^. this is 
all you wish me to accpmplish— is merely to try to pos^ tp jfou some 
. fundiamental questions'' or issues as I see them as a financial observer 
; from the private sector;"* . . . / 

First of all, I think that *it is*important to review the background 
• ^ of our ideas and philosophies of people and the iinportance of people 
as a resource tQ our society. Therefore, I have developed 'the first 
section^ of my material on the question of whether we should see ' 
uiajQ^_^hen I say mail, I md'an women here, too, that is^, the woridng 
' person— as an: asset to our society and to the industrial enterprhB, or 
whether man is just merely, an expense and not an investment, » 
' Being Qi^^financial man,^ I ^have jcome from the public agcoi^ting 
communityTtne fiiiancial commiiiiity,jand the industf^al community, 

» Seo page 196. * ^ ' ^ 
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pSiSitlMl^^ #01^ off :tb the: profit^ • 

iS^aSaSl^ really 

SfM^lTOiT&iia^ cQ.pital,^ 

bhat^way W 
a^ets a^a 
^ — . r- Ji^ dynamic y 

|^?Seq^^ 10 years for ^ 

ii^^^i^inv^l^ oyer tnat^pfi- — 

ifigjj^bf^lin^ ^l^fi^^ period of : tifiae 

^^^ai^^yier say that^tliat 




Sy^u^.S^^ defined- chronologipal ; 

at«&bbUes^#^ 

y shbul$l'fe%e cbtisiddr that 

^^^-i^^w^ of time &fi^fie;ha&^o further 

society?^>personally rejec 

gilSaiS?^^ latter part of >ny statement^ 

i|^i(?ii^a^ of maadatory rcK 

;^ireM<^iiE^^ thihfcthe cbn- 

^?;^f?Vvtsep|!j^a^ society is a fundamental ph 

E^l 5i3liit^?^^ and establish positivefy. 



z?;;: xae secbndvp^ make in my text is th|^t iridiretft 

. %e6ple costs ar^^^ sneaky and they have been rising quite rapidly 

^); 4b»^^ ^ mean other than 

Wy'^^wi^^ It 13 iuterbsting to note that 
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lUetUi lUbllCX UlBUl y 

ui^u c^u. ,T»svo. *u « -^.^ from 1930 to the/" 

i^^^^^ vc^^ oyer 10 tmiesj. that is a ,teiuol<Lin- ' 

^^^^^a^e^ise^ from the very low base. But 

■ ' ago, they were 30 ceijtts on the 

i^j^U dolto and when you consider that the payrol*^ 

ibfiSit itaeti oyer th^^ even currently, is rising v^ 

rapidly; 3^^^^ an indirect people cost increase of tenf ol<J/bn 

a rising i^^^ enormous geometric progression. PeMions! 

ancj^wj^lreme^^^ fundamental cornerstone b^^ 

increase; people costs that I think are^just as, 

fdiiT TtiiTig iLTid flhoTild be examined; _ / 
.Seiiiator ,GjBxr^^ them? # , /\ . 

;^Nfr^ Ba?|S<>n.;^W^ trend toward more ya^iitipns, the 

#eid itbiisri^^ the trend toward a shorte;r workweek. 

Bye^'Vrith^ la«t week, sin^e, I submitted my statement, there was 
d]^mjebjpr^f^ Wall Street Journal on some stu<ter that has-been 

dpjoe^by^^^^^^ firm that indicat^that within 10 

years tne 3^^^ norm. Wheti^f that is true or 

not reniiaiDis to be seen, but'there is all of th^^ treM wi^givmg peoplb 
more time ofl; with p|g^, in other words, paying f or niore non^O^uctio^^ 
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I :thiii& ili^ that we ^ojulff ^ 

»l>eiijarined*a^^^^ se«inp:t%^he^ need and - 

7 avBMrem»-foc!.wliat J i^^^ "the oij^ara an^ upward society ^'-^ore,*. 
^ ■ tm^^^ wiit^^to 

' time rand ?get W vut . ^^ 

I thmk it% a fmidax&euW p^chblogi^^tT^dy^hich should he made^* 
made so/^^ people ^orkiAg and - 

■i\:'r.' ■.nonwoHdng.:-:.^. ; . ^ '.\y' ' n' r ■ i ■ * * i. i • 

The'thiMipbint tha^^^^ 
•SenatririeHTmcH.'Majtl 
ved witk nohpi^ducfivity i^^^ reach a poing where the 

V economy-? iteelfVia^ competitive, then living standards fpr 

/ eveiyon^^^^ y 

. y:lv6iBABaoNi:yes,sir;i1^ • u- 

1 Senator Chubch. Prior to that pomt m time, I camm tell you when : . 
t liatpoint of timeiwill-be reached, or if itjsdll he reacbed^ut from an 
^ industrial standpoint, what would industry do toward this problem . 
* F Mr. Babscm^.. Well, one thing you do of course, is to WtowaTd 
' ^ increased^uSination. To replace man, who hafibeofttne too eroensiye 
- Ml asset or albst to the company, so that to plRect your earitogs per r 
share;:you go toward increased automation, and reduced mbor mten- 
sive activity; You tinr to reduce the labor intensive nature of your\: 
to get ai^ay from this high pressure apa;this om^^rd piressurp, 

Thatxis one thing you do.. ^ ■ - '-rrci^ ^ -^X.'^^ 

- Anbthdt thing you do is go to 6ther countries. That is one thing^ - 
. that-multinationafeh&ve don^. It is not the only reason they go across, 
however. J?br. ttie Jast 2}i: years I have been involved- m mtemational , 
operations and there are some major advantages in doing just that. 
- 'Aat opportunity wiU be closediin due bourses of time^because aU wages 
worldiHade:wfll be leveled up eventually, I am sure. So that is. a short- 
term opportimitj^ at best. [ . * 

i • ; ' f . CJosTs bp BisiNG LoNGBv rr^r ; 

' * 1116 thrrd point that I think is fundamental is that people, are living ' 
Idhgerl THere is no question about this. Mr. Califano spoke the other 
day dbdiit this in his opening remarks. It has been well known from 
mMiy sources that longevity is (Infinitely increasmg. Even m my_own i 
lifetime, the increase in longevity of males is 10 years iit least. i^De- 

. . heve this trend Will continue. I don't believe that we have just reached 
the point where people will now stop increasmg longevity. I am sure 

; ... that the biomedical coiuinunity can advise you on this more profes-, 

^ ^^^A^^lyear increase in long I attempted^to show in^ my 

statement, in a veiy siinple illustration, could tople ygur planned 
penfeion "costs: Chde of the things, of course, histoncally , is that people ^ 
m?aUV; were not expected to live past-65. Now that they are^hvme^ 
th incrfe^sing^n^ to 70, 76, 80,..and 8^my oymfaAeris 8^ 
; r hope M goes to iOO--bne of the things that is inherent in this is that; * 
. > ttisls escalating- enormously the cost of retirement. It is rather oditi: 
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' '^'''^ y^'" retoemenlj cost by 45 

^■'-^^mm^^^oS o^^^^ 56 -perceixt as much to pay out. Now 

i^b§Si^Si<iiBj§^em^ to iretiTft at 60_ 

* ^^^SS©ilc^^l*i8'J^* ^e^J^^ the economic, cod/ 

Thr Gbvermnent lias W 
S^SSp^ce of ^couragine etoployees to retire earlyrn, 
ouKORcwx ^^iSerapmid c^ mcrease jpb pRportu- 



tuieinployment costs, whereas m proof, such 

^ ^^mT^So^ tes, I caa imaeistancLwhK^Be (fcovermjaent, from 
3^ a S?p?S^poiiit,^ w^^^ be intSrested in Sicouramng eaijier 

:'m^SMM&^ same motivation tha^pnvate 111- 

. li«s Aarcompahy executive, I have no mterest m how long 

^ Ihe^ a^^^^ h^e any missioa 

J SpS^i^^J^^ long^.they break dowii 

■ ^ '^ii^^^ Tiat W be true. But nonettieless, as^^corporatb 
^fe^fpS^biorecohc^ied with doing a good job with those that 
■ I^hmk thiTis a Wamental diflference. 

; The Inbiatiox Fa 

'^^'^-.'■'^Mao'iihB effedt of inflation after retireinent is an additional factol^. 

TfrSotSriimR to realize that in the private pension plan^sector 
? itS n^^ ^S-^oSlarbr widespread-feature to see costMxf-hvmg 
ckSsS^mpdSSmeat benefits lor retirees because ^ cost^repre- 
^ Snte^ SScMit increase. Further, just as a rule of tiiumb the in- 
fomationSt rhave is that a 1-percent average, annual HiAation rate 
S^create about an 8-percent increase m pension plan costs, given 
"^P^Vr 'z"")^'.^ Ti f>iia f.n n R.nnrRent average 




your pension : 

^^^^^&m. Jii<yvr 40 percent over the entire period of retire- 

"1*^?^ cSaB?H^ On the other h^^^^ you don't have such pro-, 
•visions in a retirement benefit ^d mflation. contmues-^ ^ , 
SSS^BaIson: Well, you erode the effective purchasmg power of 

^fS^cS^- rhen yon pauperize those that are retired over a 
■jperiod of time. 
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^''f:TsST: BJ&bN. Yes, ;Bu^^^ c(^>fcjltJimng esc$3ator, this 

coid^Ttit^ i^itp probaWy somfitliing^toe^^^^fo adc^ 

inHirect cost!'^^^ as gi quick 

simplia iTiIe^^ calculated, out, but that woiild 

..••Tbe 'iny 'guessv^^^^^^^^^ ' ■•'t.- ' ' , ' 

y ■ ' . W 19 a proper balance? I think one of the fundamental 

. .(^^ What is the pro per ,i >alance betrfeen 

' , ;^wbiidng life and nc^twoi-ldag life? If i^is to stafPmtO'^th© workstreiq?a 
^ *at age 25^and work )tb J65, that is 40 years, but if it is to work until 
/iliayDe 60 or 55ii,jand,tSien live in Retirement for 5, 10, 15, ?0, 25 years, 
. ^ "^omd it not g^t kind of sill^ if ^*^e spent more ti^iein a retirement 
mode tiiw in^^a^^ productive yi^ork mode? That dbfes not ?niake eense to 
me at all; • /, * . • * , yf» 

Snenator Church. Doiypu know what the average relmment age of 
tiie'F^deri^ jemployee, IS todays ' , • g 

■ i^/BAjBsoN. I don't : ^ * ' 

» SehatoBi CHiJBd^^j[£i^ / * ^ 

V Mr. Babson. If t«e^£U*e really in retirement. Btlt as we heard pur 
^ /earher didog3bisii|5^ - . < 

Senator CHu,ij^t?Wa^ of them are not- \ /• 

Mr. Babson.' Tviahy 'of them are not, so they ^fe going, on to 'other 
forms of production of incoifie, which should be considei:ed in your 
overall retirement philosophy, in my opinion- ^ . • 

So* *I think we nave.af undamental question of just how 'much 
"nonwork** can a society support. I like to refer to the concept of 
^"a drone society, " which is likened to the hive of bees, where you have a 
^ 'group of workers and a group of drones— drones don't do any work, 
they don't bring in any noney, they justf "consun^e' v and liave ''fun 
and games'* with the queen. That may be the sort of society we are 
building in the United States- ' 

Senator Church. You mean the drones are sort, of the queen's 
. court? - ' . 

. . ..Mr. BABSON- ' . ' . : '■ ' ■ . - ' 

• 'Senator Church. How do.bees work this out? ^ . ^ 

Mr- Babson- I think when they get ^o many dron^es in the hive 
they get rid of thejn. The hive can^t support them- / / 
^nator Shurch. Do ypu know what the proportion is? 
Mr- Babson- No, I dbn*t. 

Senator CnuRCi^jWe might get some inf ormtiomnrtibis,;- 
^Mr. Babson- Yes/^t ^ w 

Going on to the next raea, what is a propiflr'retirement BeneS^? I am* 
siire you are aware of the fact that there is a big difference, even in the 
; private sector, of what different companies have. Bankers Tnist puts 
out a survey of corporate pension plftns, which fehows you when you look 
at it, |tiiat there is a wide disparity in features between corpora tioasr 
, By feature, I mean, what is popul^ir in industry \oday- So there is no 
norm for such thing as ja s^%i|!(iaj'd set of features. ^ 
. There Jg^an even biggeSr-^'tJifference between the private and public 
.sector, a ^tartliri!p difference: to me. I don''t fenbw much about the pri- 
yate sector, but in the public sector, from what I have read and heard, 
I think that it is' not imcommoh to find iri the Federal sector, and a lot 
. of State and mimicipal sectore, that you could work for full retirement « 
/pay in maybe 30 years. I had thought that it was full retirement, pay, 
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itjffie fwlS^^^ if n^dio Say 

theS^i^^ caveatv^OTr that^ 

^ ^ ^ ^ ^ oipmi^eiusj^ 

i^^^i^^c|^wluc^ 40 y6are oN^m tnat you 

fe^^^f^iS^iiaS^ I believe^that is 2% 

L^Siufiwit difference. 'Now one of the things I 
bothers me, is to realize that there 



|p;;;;g^^ can work only 2(^ 

^I'ifijjrefiTO and thai shortly before you retire, ; 

ISSioE^MaSra of Joey who is^a.nice guy, boost him 



ps1ai^meQaLt> 



vypufcaii 5^ is a.mce guy, Doosjonun 

in|fc6l6n^r bis riatirementpay based on this late 

^i^^^P^^^^^^ Tha.t is an -^use of our 



9j but^iij^ many such abuses; both in the 




pS|?tfe??!fS^^ or woman to do for society, arid 

^^^i^liis^^ in terms of retirement com- 

i!^S%:^J^wu&^ that is committed to rtoioving dis- 

ife^lSi^iilUBai^^ pur society, that^ou should address youi> 

^'i^atti^^^ fonns df Hiscrifi^atioiyn out pwdi'etiremettt 

p^y'fity;?]^^ work 20 yearq and 

man to gefr at retirement lOOi percent of . 
ttSf i^hiaf retire^ on and another to get only 60 percent of his pay. 

|;|;^)^^r$m^ pf^^^ to hate one inan. hayyf a protecr . 

i^^fl^^^tiptf^^^ aijmanotjjer dot to. So I thi^ that there 

!|^|^|^/ia i^mdib.^^ I^ggest that thiis committee . 

f:'?§?^^k at and coi^ 

yoiii^^ ; # of cost controls. As lS^^andal executive. I am well 

"l"^-^f^tt^ ojrthe fact*that there must be an incentive to control posts and 
|S£j^:|ja^ be productivity of the funds that you are 

fe^Jw/iisiij^ In industry, the chief financial officer / most 

who is worried iabout this because he is trying to 
^^^^/cpntrol and protect eaniings-pM:;share-perfoimance. That is we code 
;l!f|*?.<^ corporation in the industrial area lives by, and when retiie- 
fe'/jJ^^^ent costSi^ his tlftck to do something about it, 

1^^^. v!and^h^ and options and ways of 

?^!^Hreducing^nat CO . / 

S^^S jt Senator CHxmcH^ May I just insert here, in order to cprrect the 
^?*?^^!^c6rd,r that^ system there is a difference between 

P jlSa and the cpngreissional branch. The congressional 

; branch accrues a pension at 2}^ percent a year, perhaps on the theory 
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that life isrVeiyfeancy for a ConCTessman. In the |?ecutive branch, 
where there is. greater security^, the percentage V • Ttw r.«rofin? 
first 5 years, the- retirement IS computed on the basis of m percent , 
a year; for the^econ^ 5 years, o&4he basis of, U(jercent per year^ 
and from the 11th year and beyond, on tlje basis oT? percent a yeax 

Mr. Babson. I think that there.needs to,be a serious mcentive to 
.control costs. I.-apsidt sure how- this is accomplished m the puDlic 
sector. I ^ su^rtiow it iS done in the pnv^ite sector because I have 
been engaged in this in a variety of companies over the last 25 years. 

t also -wonyi as an indTvldual, about Government distnbvttions, 
because I have a feeding th^ they are- psychologically percei^^^ 
-free Aoney." Somehow thT.Goveminent is Considered to be ampney, 
tree to be pruned by -the oppprtumstic. I seo-cases of this in my own 
■emeSnce and 1 ^ sure that you have many, >many illustrations 
■Kghrto jZ- iSion (jf the s'ime, thine, I feeVtbat tins is a ve^ 

^^^^ 




point 

4^ppos^,to redressing;.gri,eyances and ^)i^^^\'^'^y ^^^.^^^ 
a senous fisk of eroding the national morality and ^york ethic. 
!S35Sir?mefit be^niandatory? There js nO question that we are 
h^thier and younger at age GS todayvthan.we were 50 years ago This 
healthier ana y°W[,„„"^„^ . beenv referred to m the dialog 




my 

dwelling T^have covered u in my prepared 



* If Tople >vish to work,t tTlink thaya my yie;v,.it is bet er to pay 
them fo°r S than to .pay the^fo7»work if you adopt a socml, 

SsoDhv that you are g6ing ijo'support a certain level-of inqpme Tor 
SSmbe?s Vyou?societyn Sso feel that there js:an . important psy- 
SSl Lfd moral-aspect to.having a pereon^v^)rk^for^ta^^^^^ her 
Retirement and for his or her pay, ^^^her than receivmg it for not 
working i ^y6^1d not oveflook this aspect of the problem, , . 

\f^., tJlr'^ fiven now "I am sure, seek postretirement employ- 

• mentTdon'\&^^^^^^ beepMafe of just hovv.^^ensiv. 

Sis is but I think that it i^Worth studying. .1 t ui^ we shoidd study 
the Durpose ofl^ment qnd what are we. trying to accomplish, an^^ 
vhy-rpeople want.to retre. Are they tir# Are thj b^^^ 
thev want to go off and have-merely enjojonTnt.of Jeisure? What do 
thev want to !o? I dOn>t knoW. the answer to that, but I tjiink it is a^ 
HaLentS^quition for this group to study the motivation of re- 

tirement itself. ' ■ . . . V ' . 

4 ^ ' : ;:y7^HT/' All- OR Nothing"? . i : , . ■ '* 

" t think that it is i&portant that we define a mdre variable . alte^- 
T,oTw«^aTr ^4ll or notting?' "jump off the cliff," or "dump him on. a 
?rt&e''%prlch t? ^^^^^^ alan'^r woman^r^ches a chromed ^ge 
inSe -I don^Uftink there is any purpege tqb|Terved by mandatory 
StSeiri rejectee concept tLt theV^fe no economic contribution 
tb sodety (A- to a company that can be made" by such a person on 
s2mr&!^rherefore, W personal view is t^^* ^Ye;^^}^^^^^^ 
eliminate the mandatory, feature in any consideration of retuement 
philosophy,-public or pnvate. 
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i«l*t:fi«i5Sliectbr83ife pnv^te, and the 



i« i&it rela^ pnv^te, and the 

M |SapieBS3^ha<39^^ accomplish, th^ f^tegip 

»laiis.= d^e tlw mmimTim sp^cificatioijsrfor retirenwnt beiwfitey 

IfS^i^idovMefe^^^^^ ai plans^are adequat^ 

^M f&ded/that-abases think you should pohce iirfple- 
|*-^^:m^nt«itiottMd redti^ ainong the jatiaus sectors of our 

I* ^: TOdetr- I- P portab^StaMif pension cpn^ 

M'«ue6ns^he^^ cra(Ue t<kthe grave. That is 

ko£; wiBt we have in tMs wbunt^ now. I thmk^it is one of our key 
' Mi, abiKM and one ,th^^ yojir legislation a few years back Was 
Md fo try in paxt, /to correct. . . _ , 

oiild eo much furflxer. than that legislafaon. I see no reason why 
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tii^ilotile m our society s own returement pay as 

■thOTCT along, a^^^^ adequately, ^nd set ^ide for them. 
There' are tote of teai^ doing this m both the pubhc and 

Tirivate sectors. I would urge that all pension retirement contnbu- 
ifion^ s^^ company to company, for an employee, 

iihTOUgli liis: produ^^^^ mpy companies he 

^l^^abS^ GHTWCHr^^ has this been ^(tecomplished: by 

!<i»e legislation that is passed? . . \ 

^ .1^^ think that the legislation.has gone that 

ifar tow^ it- 1 tliint™ have gotten a mimmum. For instance, if 1; 
^S|§?7ear^ld.w0?&r n«w,l could work for 9 yeafs ipder your 
le^ stiU have earned no pension benefit 

; : .*t fdl ri^t now, tinder you^resent legislation. This should be ven- 

■ fied, but I.t^^ „ . 

Senator 'CHTRCH. Andfi apnvateplan? . 
* Mr. Babson. In a pri^te plan, ! believe that it is stiU an area of 
,abu8e.and that pension Contributions ,m industnr that axe bemgset 
m- aside ior an employee -slJbuld f oUow hmx throughout his entire work- 
^ S career. TheJefdre,^^^ an employee works for^40 

^^"^m Yescrs, he, together \dth his vanous compani^, though mutual 
r eoX?&^o^^ wiU have paid for his retirement 

, - benefit, a^^ you won't %v< t^ t^** y^^^ 

V . reidh^ urge that we mOve in thai direction, both in the pnvate sector 
; and m the public sector, x)n gWng forward basis and: figure it out 

separately, as far as past service fundmg iS, concerned. ^ ^ ^ 

^nator Church. Of course, with Uie Social security coverage today 
. Weictending to nearly all of our workers, that problem is mitigated to 
V .-^ Aime-de^ee. Practically everybody ;is covered by social secunty as 

' theyimove from one job to another. So this ireally is a problem that is 

V "'^ te^^^ I' think that you shouW. 
;refl^t bn^e redundancy I suggestjn ^X. statement Actuary, sm^ 
t TSftote the statement, it occurred tS^me sidce then that really, when 
vou originally set up socM-seicurityrthere T*ere no defined retirement 

^goal8,;iKfive8/^OT and th^re. was ^° ^''f^^°^°'i 

'Eontrol of the private iector at all, such as you have now taken great 
■■[■': steps to niove mto recently. 
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Havii^^n^^ private sector in defining what they, 

itius^dO aiid' t^^ rnmiTniiTn snMCifications/ et cetera, tp the fetent that 
you have/it'iieems to me tlfat, adminiglartttiTely yoif have a partial 
^redundancy I^tweetj social security and private pension plans and 
that it may be nibre efficient to give corporations the option of mei^- 
ing^thWfunding vehicres into one schemeifc that yyu a6n't hav^ two 
plajQS Itfr the'samla^e^ havdo^e, that is, eit/her*all private 

or all pl^b and thei roU over^that pension p^ to the next corpora- 
tion or ,t6 a centralized Federal pool of^'etirement fto^ • 

7he^ are a lot; of choices that you could elect the^ejJ)ut Ijbmk-^ 
some. copsideratioiL of thiaJ^^dundancy should be. examibed from an 
fiftiftrinv standnoint. . * 1 



said 

Settinjg OO^UC, MJLKVU^U a. TTVX«.«x » >#AVFvi«ww*T^ ^ 

tion for him which is really a meichamsm for lettmg his company and 
he himiself earn the pensipn beifefit as he goeis along though life. To 
me, I favor that philosophy. However you fund it, I still favor the 
philosophy of having an employee earn his level of pension benefit by 
work and Dy the attainment of the degree of s^U that hd has achieved. 
But I think that there shpiild be miniTniim benefit, and one prescribed 
by Fj^feeral legislation, v / , . . , 

^ jjiat approach as opposed to the pubuc aj^roacn of wnat X 

lant kitmg operation," wheriB currently you are taking from 
>ay Paul, because there has been an madequate sum set 
le jBOcial security pool.. But some day Joe Zilch, whom you 
are g«ng-to have to take money from 20, 30, 40, 50 years from now 
to pay forJPeter's retirement, Joe Zilch may not be around or resist 
paying,' and you will get stuck. I don't think that the Peters in this 
country realize this currently to* a very widespread degree, and I 
don't think it is^ sound a device aS the earlier suggestion that I 
have made, which is used fundamentally in the private sector. 
>J[ realize it is an enonnous task of getting over to that kiiid of a. 
program in the public sector, ^and in some cases even in the pnvate 
sector. I suggest^however, thaft we could do this over the next genera- 
tion or so to cover the past sins and to consider the immediate possi- 
bility of starting this. . ' . ; ^. . . 

Dependency ratio, I don't think there is any need to ^discuss this 
here, 1 have cqvered it in the prepared statement. If yoti want to go 

into itj^e can. . , , . , j . * 

I have already discussed the elimmation of the impact of mandatory 
retirement on private pension plans. Well, as Mr. Cainpbell, said I 
really don't see the problem. It has been my experience that the 
people who are reaching 6^, when mandatory retirement was 65, 
who did not want to retire and who had a critical problem, there was 
usually a provisiori in the pension plans of private* compames that xf 
such an employee had a hwdship case, that the board of directors of 
the corporation would consent to a relaxation of the rules for that 
employee. IThiat has been my experience in the companies that I have 
worked with. Whether that is widespread or not, I cannot tell you, 
but I MaBy don't think it is goinff to be ^significant problem eliminat- 
ing jhemandatbry feature entirely. ( 
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. ; Sca^^ seems to 

< imipediate^ in tdnns of 

vvy' liB^iktifiRD^ retirement eliminated^ 

i^: OTt IKe Federal employeedi Biitc ' ^ 

i mandatory retii:ement age going tp ma^^-s: 

\ - V ^Sin?^^ trend toward earlwa: retire- 

& * :i!amt^^^ yeiy mmor in 

^•^.■■■■■■iB^!ct^ijEuity•;■^ , 

^ ■ ^^^^ not the fimdamentd problem. EUmiaating . 

; 1^^ minimisj' it really does not affect 

t ^ ^ person wants to work>tfter 65 or 

- - evra 70^ J a^ in good conscience we cannot let them work 

-prninrfmg ili<^ ftiaji do so salely^and pay. them a fair wage for what-r 
^ €^ perfonm J3ut that is not really the fundamental prob-r * 

are not staying to 65, and they are 
V ' tiot stajdngi to 70i aiid I think it is important to understand why not, 
be^miusellf Ihe reason why h is that we are creating too liberal a 
V peosian^^^^^^^ it too attractive for them to retire, thati 

'^v' T f Tiimlr wft m bia building a real problem for ourselves and our people • 

^ down the^ioiai ,^ * t. i 

seen some cases where people 
fe Bai^ onto another and retiw^ under eyeii 

ifii^ thtJi when they were still working; 

S^^.^ Ttey certainly don'trepriBsent the tyjlical ♦ 

M case by any means. l*ypically, I think we were told on Monday that v 
social security replaces, rfn tiie average, about 47 percent of a worker's 

priorwagea : 

: ^^c^ 'Bbasoks for xtErrrBEMTffNT j 

^ * If 47:'percenttis tn^ the average of retirement income, as com^ 
ptired to workingi^theh 1 woiJd not thmk that it is because we are over- 
paying retired peojple on the whole, which leads them to want to retire 
eaiw/I^'^ they don't find their w*k sufficiently com- 

p^rimgl lx>^ at professional people and some people who find their 
"wrork suffidehtly rewarding. They frequently wHl work to advanced 
ages without retiring at all. We have nmny, many people who. will do 
Sat, and I think it has more to do with the nature of the work imd 
the sense of f ulfilhnent. If people haVe engaged in work thatt they hkp, 
this is an incentive to continue working^ or, in the opposite case, to 
retire early. ; * ^ . ' . ^ t j 

Mr. PAB8o^^.^Wel^ it is a very impajftnt pomt. I don t 

know how* you reassess retiremenir-^ocial phiSWophy, economically 
or otherwise^in the United States wit^outTiaving soine .kmd of a ^ 
study and imdwrate^ why people are retiring earher. What are 
they doing and why are theviip^ it? I think to the extent there a;re , 
"no serious studies^ it should t?e stuped. 

Seniator Chtoch. We should loolcvinto that, I agree with you. ^ - 
l am sorry to say there is a rolloall vote, and I must go soom. I. 
wonder if you could sum up in a minite or two, because you are close; . 
to the end of your paper. 
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"^^M^^^-^^^^^^^^^ ^ ^^^'^ suggested possible ap-, 

Siionfrio 8*^'> ^?8g» datA that couM 

S^t^««£^t»-i8 S^^ either take eirher reti^ 

ment ai'Mducadtbe^ wbrkmg fuU tune as long -m^^ 

•indied to. aiid can do i» safdy^ a^^ go7lnto a 

manpower pool of part-time semiretirees because theyWd serve a 
veiy meful iuncfibn: to the corporation that has *a needfor sporadic 
fiSb outside arid can use the hefp of its own retirees for tl^at. and also 
elimmatelots of temporaiy overtime which is expensive, so there myst 
be some iMefulness in that. ... , , \ v 

' Eteretu«ri€!nt counseling. I bebeve this is going to bectoie a sub- 
stantial mcrwsed- activity of industrial relations departments m the 

^^^^e no reason why we cannot develop the psycholoCT-Wdphi- 
ibsoohy downgrading an employee after he hasTeached a\certam 
: ^SSy tiS^?§tSaVductias a life cycle that rises aAd later 
declines. I don't, see any reason why a person camiot do the\same. 
It is surely an emotionaLproblem. If you ehmmate the pereonal stigma 
of ^bhn Jones taWdg al lesser job in the organization, then yoU cmi 
accOTttplish^A useful and productive value to the.cprporation, to, the 
SoS^ tod to the individual. We have got to get away from\the 
personal stigma, and I think this can be achieved through , a TOycho- 
Keical caJMi^ii that begins when he joins the company, knowine 
tluLt^ is OTieof the options'that will be available to him upon ret 
ment at a- certain s^ge. 

■ Danish ^'DECBXjrrMENT'' 

/ There is no question in my mind but that this should be considered. \ 
There are people in Denmark that are doing this. In my prepared 
statement, 1 didn't refer to an iUustration of a big companyin Den- 
mark where 70 percent of the executives and managers over the ago 
of 60 indicated that they wouM prefer downgrading to retaement, 
. and that some of them expected to even work.past tiie age of 80. 1 his 
is referred to as "decruitment," and it is workmg in Denmark. I think 
it is an interesting experiment. Certainly there ought to be encoura^ 
ment for a lot^> experimentation of this kmd here m the Umted 

States, Mid I am sure it will happen. , ,i - , 
[The prepared statement of Mr. Babson foUows:J 

r--sJPB«PABia) STATBltBMT OF STANLEY M. BaBSON, Jr. 

Senator C&ch. associated senators on the Special Committee <>{} >!^g, and 
m^Sre of veto staff. I would Uke to thank you for the honor ^owed ine in 
bS^'^^&P^^^^^^^ y'''' ideas'^d thoughts on the subject o£ 
itiMneBt^tranda and related costs thereof. ^ '_i.„.i.. 

ll^auata^Se you, however, that I cannot claim to represent any partioulw 
•otS Jnd\SSy. isaiciaUon, or even company and that my Preaen«> hew- to 
marefy as aSintetested citizen, a financial executive who has l^en chief flMncW 
Sfflw/ofsSiuLSuni,.and li^ge corporations over the past 26 years, and, bmoe. * 
^^^^e XvSlier^ ooiAiition by this committee in a number of differ- 
StXiSuiS? but^ways from the perspective of a-fi^^f^^SSfln thS 
toduS^SSrSie. I, therefore, cannot claun to be «»oy 8.0^ of expertjnthto 
STyour i£ve«tlg«rtion only an active and mat"«>P«^"P««»* Yv^,^?!^ 
^ri«»ce, personal curiosity and inclination may perhaps have developed some 
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SrS^Sg^^^SSfr^^ in 1974. 8om^ material from this 

*^^^^^^^W furnished the^*«thanB in^a 

^ip^^Wo Uid^^ the material publ^ed in 1977 t>y^ 



Sar» ByR5rnndGr.the tlUe of JThe Graying of 



. 'XBbV oBJEcrrrE or 




iffnyoKT 



rSu^^Btand tiie ponme of^^ it ia to bri/p into focus, from a 

S?^8ndi^^& ^ employment oppj/timities ^o^, 

^^fi^ylkit^SSiiotxdc consequences of such trendyftiether funded pnvatelj^ 

^l&^VhigMy oompiioa^^ subject matter, ^^^^^^ ^""IJ^SZtUr 
awar^ and a^fi^^^^^^ undertaktotf, butane I beUefc of overwhdmtoff 
Bodilas weU ke^omio significance, and I c^ftaiiay congratmate you on recog- 

, . Sffi^eneS£o^such^lrS^ 

.TtR particular objective of an initiaT^ting of this wrt ^«nx)nly be to pwe 

te^ - ihoAmam^^^ identify most of the larger onefc, and, to begm to suggest 

^^b^f^SrMop postible alternative soluU^ ^' ^ ^ ^« 

U i ft^wn role fiS^ch an initial meeting can only be to present to you such 
' teoeiL observations, and cost indications as would represent the perspecUve ana 
inteiest of the financial executive of an industrial corporation. ^,,^^^1 
^Sfarftaticansr^ of the financial executive of an ^industrial cor- 

? poraSrelateB tot m^Eftraterfes for increasing the revenue; (2).«tratc«ieft for 
ccSt^ining or wdudngj^^ strategies for Improving producUvity and return ^ 

^ ^'^^ 6^ generalixe by characterising the historic 

^ lierro«rtive^ft^^ ejcecutive a! it relates to retirement^d pensions a* 

iSoTO^U) Compliance 1^ the law; (2) reasonably equated ^*5«c<>"JPf,^*iY5 
'i practices In Induktry, particularly within a given regional area; t3) minim^^ 
. * oSt t?the oompMiy and minimum fanpact on current earnings per share, com- 
patible with acceptable union/employee relations. 

POSXNQ THS ISSUES ^ 

- l8w€frkingmanana»9$tar aeo9tt u • ^• 

Accountants generally think of man in terms of coat, that is, an.ovwheaa 
m^^rSarrtMalnst operations, a committed cost only rebeved by "bodies 
STS^'dool^^aiH^ 'to direct factory l?bor, wWch is pjo^^ 

md.^^u5e, may temporarily be deferred from the inevitable charge against 
income by Uing in the transitional-stage we call "inventories. ' ^ . 

Kseems strange that we are accustomed to think of man in such teraM rather 
thw w^othwTorm of asset available to^the industrial enterprise. Capital^ 
Swtioned in its role jis a necessary and '^da^ental-rejourw 
Hpment likewise, and facflities, are readily accepted as "assets" Jor the ben^ 
iot merely of tiie present, but for a stream of future years and to be charged 
ofif to expense over such a future period of productive usefi^eqs. „ jr,,,^,^^ 

But wtot of manMs he not also a valuable and necessary tool of production, 
as equaDy Important to the corporation as capital and equipment? „ 
* Cipital anS equipment, to the industrial enterprise, are 'la 
requiiihg man totriislate them into effective earning power. Mian, thertf ore, is 
thSd&iic catalyst hi tiie equation, but strangehr enough, "^^n In our c^^^^ 
\finandal and accounting philosophies, is considered ad an. element of cost, either 
dScSt coat or indirect coStT ignomkously assigned the demeaning term of "burden 
ioid very rarely perceived as an asset to the corporation, • t^oW 

AiTO^quent4rignore is the extent of the investment that corporation mako 
to WanployS^ to attract him, to recruit him, sometimes to retocat^ 

WmTto train him, to maximize his productivity and momentum, and finaUy ta 

^ ^''^iSibS?^^ tiiese peripheral costs are lost sirfit of and superficifiJ decisions- 
canbe^^M to the^mporary advantage to the corporation of an employeo^ 
severance motivated by cost reduction per se. ^ 
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This philQ»6phy of man aa a cost rather thaiKan asset is particularly funda- 
mental as it bears on the issue of retirement and ^arly retirement. 

With a pieee of machinery, the proper and accepted financial strategy la to 
write off tne cost over its estimated useful productive life.l^his is certainly 
proper in. the view of the public accountants and also the IRS, tne only difference 
being that they bicker frequently on the definition of acceptable useful life. But- 
how often do you find in industry a piece of machinerjr that has been fully depre- 
ciated but still in Use and still being productive to th6 industrialenterprise? Quite 
pften, I think. There is no requirement that a piece of machitwry is disposed of 
when its depreciation schedule runs out, nq mandate that you vacate a building 
when it becomes fully depreciated per the generally accepted financial norms. 
So, why then push man out the door when he reaches a similar arbitrarily defined 
chronological point? Has his usefulness to the corporation suddenly disappeared 1, 
from one day to. tjie next? Is there nothing further that he>'i]^n<lo?;Is there no 
residtial asset power Pt?toaining, even if oi marginal benefit? ' ' 

Logic would compel xx^ to realize that this is an indcfcnsililc reasoning, I feel 
Sure.* AiicJ« yet, this is perhaps one of the key issues to be considered by this com- 
niittec^ i.e^ the coneept ef mandatory retirement itself. Mandatory retircraont at 
an 3^ arbitrarily defiled agej implies that the investment value of man is finished 
and there i^ no further productive contribution that is worth considering. I, 
personally, reject this concept. * . ^ . 

S. Man's indirect costs are rising Rapidly ^and are often not clear I j/^ perceived / 

There is no need to comment on the rise of direct wages and salaries cy^^er the 
past generation or so. This has been widely documented and is certainly well 
Known. Perhaps somewhat less known, however, has been th6 "sleeper effect" 
rise of indirect costs, i^c., fringe l)cnefits. As a percent pf payroll^ the more prom- . 
inent and identified of such costs (as measured and reported) have risen from 
approximately 3 percent of payroll in 1930 to What in undoubtedly over 30 per- 
cent of payroll currently, a tenfold increase in ratio on a payro*|l basis that has 
itself had a major growth trend over the same period of time, creating in effect a 
geometric progression of cost increases and one that I feel is accelerating. Also, 
J am sure that the reported fringes fall short of what the real costs 1 of such indirect 
items are, if everything were properly captured and identified. V 

Is this something to be alarmed about? Yes, in my opinion, Purely. Firstly, 
because I believe the trend will continue. Soe now the social benefits o^ some of 
our European neighbors which are even more pronounced than ours here in the 
United States. Certainly, the tendency will be to continue in the "onward and 
upward society" that we seem to be in. 

This trend, coupled with a eontinuation^of spiraling salary and wage rates will 
keep raising the price tag for man as a resource. Industry, to protect itself from 
the impact of this spiraling cost of man, can either go elsewhere, i.e., overseas, • 
where sue^ costs may not as yet have reached this level (but this is at best only a 
temporary solution and it carries with it a great many other collateral problems 
as well that serve to discourage this approach). Another avenue open to industry 
in the face of this trend is to seek increased use of automation and, hence, less 
dependence upon the quantities of manpower currently in use. This could lead 
us towards what I choose to call "the drone society," where productivity is placed 
more and more in the. hands of fewer poeple using highly automated resources 
at their disposal and the function of the rest of the population, whether aged or 
young, is to be *'nonworking," to "consume," not to produce. This, I suspect, 
be where weVe headed. 

A second concern here is the ''motivation" of why these extra fringes are needed 
and demanded. Is it beeau.se there i-^ a fundamorttal need, or because in tlie games- 
manship of labor versus managemeht negotiation, y6u have to "win something' 
in order to maintain status. This to me is an important point. Is there really a 
fundamental need for the extra holiday, the third week's vacation, "the 32-hour 
work week, the dental insurance plan, etc., the provisions for early retiiemcnt, 
and for a higher level of retirement pay? What is the motivation that drives us in 
this direction? Is it some inequity that needs redressing? What is it? To the extent 
"that these motivations have not been thoroughly studied, I believe that such a 
study is needed. ' 

3. Ths economics of retirement, as it has been historically defined^ are dramatically 
escalating 

Retirement economics are really quite a complicated subject and there is much 
available literature and expertise on the matter. In order to pose the issue, how- 
ever, let me te somewhat simplistic by saying that the logic, generally, is that a ^ 

■ ■ X , ■ . ■ 



"tnairwlll-enterther^rlrforoerlet^s say-afc^ge 25r 
06 and then haVOj f rjom a combination of public and private sector pension fund- 




circumstances. . r< i i — 

This impUes a defined period of productivity of 40 years. If final average salary 
. at that time is $20,000 per annum, it means that an annual annuity of $12,000 per 
year for life must be provided. This sum of money presumably is to bo provided 
over t.he span of 40 years of productivity so the cost per yeantti^anslates down to a 
certtUniannuai charge against corporate earnings. If the employee retires at 65 and 
live^ tb'70, 6 years o? annuity must be provided by the pension benefit, i.e., 5)60,000. 
If he Uves to 80, then an additional $120,000 for a total of $180,000 must be pro- 
vided, and if he lives beyond this, even more. Thus, it can be seen that a /O-year 
increase in longevity can, in effect, triple the expected cost of retirement. Multiply 
this by the aggregate working population, and it can be seen that the longevity of 
our working »populatioh can be a very fundamental and dynamic cost to the 
industrial enterprise, directly and, hence, to soclfcty indirectly. ^ . u 

If an employee wishes to retire at 60 instead of a 65, without sacrificevto the 
level of retirement pay. then all of these costs, such as they are, must be provided 
over the shorter period of productive life. . 

The economics of this simplistic illustration are, in reality, horrendous and 
place what could be an extraordinary burden upon the. industrial enterprise, and 
again, indirectly on the economic society at large, because any and all costs to the 
individual enterprise get passed on in time to the society Vithin which it operates. 

It is already well established that life expectancy in the United btates is increas- 
ing, both for males and females. I personally believe this trend will further con- 
tinue/but this I'm sure will be documented from the testimony of the biomedical 
community to this committee. I believe that it is importaft^for us to forecast what 
further longevity is probable over .the next 50 years because this bears significantly 

upon future costs. v . ■ . • t- 

A further major factor affecting futuie retirement costs is the matter of inflation. 

To t)uild protection from futjire inflation into the pension benefit eveq further 
enlarges retirement cost by astroifomical proportions and it is hard to dpubt that 
future inflation will occur and perhaps even be a^ significant, or more significant, 
than it has been in the past. !, . ^ i- j.- * « ^ 

And lastly, to contemplate a widespread social desire for earlier retirement and 
a motivation to enter the "drone society" and be a consumer rather than a pro- 
ducer, leads to further cost aggcayation. ' 

Can our economic society stand such costs? As a financial executive, 1 for one, 
aigi deeply concerned about this,',. , 
4, What is a proper retirement benefits 

The Federal Government has, for some time now, taken upon itself the role of 
defining "a minimum age," leaving the economic society the freedom to enlarge 
upon this at its own discretion, but providing, nevertheless, ti floor. ^ 

It is somewh'at disttirbing to me tha^ there can exist sueh wide discrepancies in 
the United States in the "logic" of a defihed pension benefit. 1 am.sure that pension 
plan professionals can give you elaborate testimony on this subject, both in tne 
public and private sector, but I dcf believe the wide divergence of such plans can- 
not be overlooke^d. There are elements in the municipal and Federal govern- 
ment sectors that define such liberal pension ,beneats as to make the indus^iai 
sector look sick. Dr. Harold L. Sheppard has touched on this in his book, ine 
Graying of -Working, America." ' ^ . , x t_» * u>.+k 

But if^society at Urge, one way Or another, really "picks up the tab for bOtn 




productive contribution to society, and society's role in turn in providing him 
with'a suitable retirement benefit when he is phased out of the productive mode. 

I must 'say, as a private citizen and taxpayer, that it is anathema to me to be 
"ripped off'^by some ^elements of our society that one way or another enjoy a 
totaUy unrealistic retirement benefit, totally out of context with a reasonable 
correlation to their productive contributiojx.to society; For a government , that is 
committed to eliminating discrimination among its. citizenry, how can we justify 
one man working 20 years for his^ pension benefits and another working 40 ye|i^/ 
How can be justify one man receiving a pension of 60 percent of final pay atod 



J^fe i: • -viSSS^^ retirement^ 
liS;^ « ;Vi « levd he aever re*Jly Wned at aU? All of 

fi? ■ -.nSfTSutoB^ a «11ogle" f»P a norm^in i>en8fon benefits^ 

' ' ASSta^^fSS^to^ffig?^^^^ this within reassn can and shoufd be left to any 
Vvf t^!,tam olrownslanoe, but^ho norm ?hould bo 

■■' ^S^v^^iSiSMBtoK^e burden of pension-costs and oiher social Ijenofits in a 

to tSffi c^SteTn kulM^^ the incehtlve falls with the financial executive who 
U^^n^iti^^i^7roi^ o^^^W°''^ earnings per e-hare performance for . 
M o^^ controls "become of vital interest to him in this 

nS^Svf rm aft^^^^^ sucH inceptive or motivation exists for government- 
nSSSSd 6ro™^^d;wrhap^^ 

SSSSS^*dS^eB^«^healtl agencies, where their rat^ «^eTe£y g^^^^ 
tavolTecTKe direct dlstr/buUon of cost benefite °"'„«iV^^^'n}ro1 «houW b^^ 

^ li^oW'^s^s^edr F«rcirh«u^^ 

; ?edS?^SfortimraSd not perceived as a money tree to be harvested by 
opportuiusts. . : 

e: Should retirement be mandatory f \ , . ■„ 

Ai whAt point does a man become unproductive from a Vking y^^l^PO'"*; 
. , iirdWlSr ^ach the same point at tfie sam^ time 

- " ^ere l8 no further economic contribution that a person can make after such a 

tS^^iM^l'^^mLthe^eof 65 might have been such a possible date many, 
. xSe gMierallbyrioal weuieing of persons age^ 65 as No 

.tli6 -purpose of xietirepierit. . 
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vhbriii ih^^^^^^^ «0ikieon» who wishes to step 

V iWde^rotepwdui^^ «o. ortp ohajige^ lifelong pursuft 
if UV^&bfi tHthbUt^todftii la{tt^rjpurpose--and 
VeC^Vw^l^^ an ''ftUor nothing^' ohoioe— 
Either ICIOpSr^ MfWv Thete is no reason why aging persons. 
Who Wi^ to) shbdoii'tbe^ over aperiod of 
years, iHih oitebt'oomik^ Perhaps as direct compensa- 
tion to^iWhlce^^^ needed could be withdrawn from a 
^'semirii&to This is a possible approach 

' I tamlril^IwM^ leaim an employee's motives for ; 

letii^KiaS-he tfiredf^ down by degrees instead of all or^ , 
: unt^y^ff' \t ik ^liArtiainly ttjcheaper approach than full-scale retirement, .Is he bored? 

If 80/ wiMriW years? Isn't it con- 

•cdvabliiHMt li another type of activity entirdlt? 

; waoe^ieS^ down abupple- 

< vSw^^Nll^ Is he tiled of work entirely and^ does 

V hk i^MlS^r^ib i.e,>]oin"the drone society'* and 
: £^ Ms ls hls privflege. surely, but why should 
■ to choose this path and leave us the 
> ■ biu^^^of/piol^ eactra coats? There is no question but that^a 
;Vman wti^^^ extra compensation, can certaiiuy 

:«bo<>8e thl/pi^ without cxltiislsm. He Is in effect paying out Of his own 

^ savihra )^ coim assocliited with this bourse^dKaction, But this extra cost . 

: burdOTi {sboi^^^^^ ^^lI'P* be placed upon society 

' f^^wSffcb^i^^Fo^^ with this project Ms not ohly to 

' siwT the motivation, but a^o to study how much IMsure 
ci£^vie^»e^n For examj^e, in a working mode a man works, Wtis 
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It be'loily tf 'we structured our society that man spends as much 
Weni; Uyinci'the leistire 11^^ as he does in his working career? Not 
only iti&aigttS^^ our society c$n.afford such a negative burderir— 

this Wdtild tnijy be the:c^ of "the drone society" and would probably lead 
to decwiencr;©! bur fi^irit^ '. , ^ , , 

> And/(iikn i<jmah really mentally and emotionally cope witb such fci large dose 
oif leisme? I^iro would be interested in the response of 

psychiatitets'jmd socfologj^ .■'\,- , 

• • It would be^intwsiing study to see what use, in fact, is made of the. time 
of retirees? I frold fi^ a fair percentage of cases, supgemental 

,pa^iime or perhaps even full-time employment may be happening. The facts 
of such a study c^ould, surely be develc^ed and perhaps they could guide the^'::* 
icestracturing of a sound retirement policy in the future for the Unitcjd States. 

7. What it the role of the FedirtU Government in retirement planning and fundingf 
■ The Feder^* Government, in m view, is in a unique position. First to under- 
stand the problem of retirement and the need for planning and protection as it 
.applies broadly to all walks of life, all activities and industries throughout the 
ifcited States, both in the public and private sector. This places the Federal ' 
. Qovemment, m my view, in the strategic plAnxiing role of defining the minimum 
^(and perhaps iniaxlmxmi) parameters of what constitutes a suitable retirement 
benefit and how it wffl be nmded^a^^ made available,' as well as control of abuses 
and policing^of imlplementation, . ^ . ■ / _ 

One of the big abtises of private pension plans in the past has been m the matter 
of vesting* Even, though sums of money were, in fact, calculated and set aside 
for a given workiiig man, if he failed to remain to full retirement with the com- 
jaiy certain of tfi inims, and on occasion perhaps even all of them; wovld be 
■orefeited and he would not receive the pension for which he workedfoyer those 
ars. Congress has^xeCognized this abuse and the need for portability In its recent 
legislation. It. is my person^ view that there should be 100 percent portability 
of pension, benefits,; either transferred from employer to employer^ or from em- 
ployer to centtal pool, managed by a separate Federal agency or private financial 
tostitution set up to administer such a^i^d. 




k:n - . !^^^^'^*2?S!2ff5!^ I demonstrated 

funda iSboifld- toiii placed. . . . 

ii?fljii«W referU^^^/^^ «rrjmiil» or should puUic ,tctor reltrcmtnt 

••'ivJi^SHrnm^de fo^^ pension Is tO set aside a sum of mooey, aotuarily 

>v . i4 JS&lSSSi^mt h??fo'lS, p^^ a retirement ftand, Invest It suitably 

fei : detoitoMedeftollj^M^^ewu^ fund. In a sense, he, thfough hfs 

^ " ■ ^ ?5cA^i^^ttd«^offi tod hS^mp^ series of oortipaJes) through their 
A ' ' l^fih^^MCi^nftSdX^ their own additional priyat© 

^K- , . »°^*?'™8 i:i'x:JSvIJiVnni Ws speolflo pension benefit. It Is either 

- ■ '£SfflvteefoSpro^rlW«^^^ handed and moneys 

SJesSuSdS fo> ItoaSifct^fcls future use. If he dies before the nom, htaexce^ 
{^^M^SSedbyS^ftod to pay for the man ^frh9.1i'^ beyond the norm, etc. 
J ^^^^^^^r^t^\:,)SwnA^ia th^ime oiirrentlv used by the social security system 

•***?fT W«rfl the 2&.vear:^ld worker and was aware of this, I might be tempted to 
iiJ^4hrdo^ n^rsSciSl se"^^^^^ then-I'm better off putting the same moneys 
ta^ap^vatafundimdfo^^^^^^^ 

fi. How important ia a tignificant change in the dependency rattot ^ 




S'^JIC^s&wotndnotwS^ 

. !o, T^i rtTffictiltv be the solvency of the retirement fund itself 

M- r -^ '&^^^^^ Of planned retirement bene- 

fim -^S^^^^^^^^'^ °' purchasing power. 



droacheg between public sector and private aootor 
V ; provi^on for retix«)9!^^^ but is it7 is ic 

^'-V: to a proper, fund should be to adequately 

j^rdvide\fu^e pqn^ social security and retiretncnt plans 

And is, li.^tiUly jinbo)^^^ t|ia^ such funds could actually be set aside, either 
: the next 20 years or so, to the end 

- of time all retlreknent funds, both public 
.f^l^t^ and [jp^vi^teij'llfom^ fact on one universal "funding as vou work"" 

V^^r ^ ' pf . tiilaei dependency ratio woiild be a meaningless and 

■ri^:.?';iiioademic ,1^ • 
l-r/y : :,^i^a iuldit^CM^ not to overlook the pqrchological and moral 

^ Kf.:;- , '^ue.'of.th^^ eariis his own retirement pay. Not to^uate 

mol^^ f or xeUremcnt benefits with the level and vahie of 

in strategy. The concept ^that 

8^ "owes me a living" is a very 

|7iv^^^^0^vlRR^ft^ d'^%niUi<fk of mandatory have upon the retirement 

'S;^^^^ ta speak for the industrial sector at lar^e, and as 

- 1^ Plans" shows, there is a faiiply 
i;/ >ldd^ within the industrial sector itself. 
l#;fA\C^ are certainly not static things; in my experience it is a 
{^^•■■■^■■\TBxeiy^ wnim there is not some change that is made in a corporate pension plan^ 
^ V entire^^^^ to governmental legislation reqiurements. £)mpfovee 
f.V ^ ^ never-ending and almost restless 
i^^r / • 'Vdlalb^ \Wi^^^^ and atiyitudes and this will not change, in my 

:v!j , ; M a mandatory retirement provision in' the past. In 

^ ;#V my seemed more as guidelines than as ar- 

i^i ^^^rv>bitoaryvnil0a 16we^ It. is frequently the practice that employees of 

f V re&^ continue working and have a hardship case to plead if 

-xetiredy rm m deviation of retirement policy oy action of the 

Vv^^^i: < dJrectors>: I don't know how wid^pread this practice is, but it 

^^^v:o':^^; of the industrial corporation in displacing a 

ilM^)^ merely! to create a job opening for another 

perison,^^^^ unemployed and wmting for a job opportunity. 
'l^ff'r.S^-.liwiBy Bometinies be the corporate view to replace a more expensive employee. 

J < C^^whd hasliad a'seii progressions to the point where he or she is overpaid 

^v i. V Tor a given job, with a younger, newer recruit who can start the wage progression 
^3!^ y pyqle.at a lower point and, hence, provide the corpoiation with a temporary (and 
^ .: /^^ 

1 : ;,V ; Ilt' m interest to have some mechanism .to gracefully 

f :. ' I s- replace . an ^ediiU ve-le vel employee who has reached a ^^ertain chronological 
'V V^^^^^ vho needs advancemenlmd the opportunitv 

-to Rapidly growing corporSttOiis create such 

/ ;;' 0p course of their growth, but corporations that jar e not 

^ -'vgrowiiig SO rap^ do not create sumcient advancement opportunities to 

: . ^fulfill the needs of its cadre of up-and-coming young hopefuls. The result can be 
; , atagnation at the top of the. corporate ladder and increasing transcience among the 
v ^ 'young hopeful^ of w^ting and flee to another corporate opportunity 

' '?eliBHB(where.'*B^ this problem is an internal corporate one and does not belong to the 
legislative domain*to seek a solution, in my opmion. . 

V \ I. don't believe that corporations in general feel any "mission" per se to create 
^Uv ,\;jpipr;e^^^X^ etc. Therefore, I, personally, do not 

J?;"^ ■'^^a'ee why 'tM of ioasjid'atory retirement ' at age 65, or even at age 70, 

^7^: shpiild greatly change the corporate approach to retirement plans and/or othei 
i^f * fringe benefit plans; !, believe that industrial corporations will merely amend their 
: plans to accommodate the new philosophy and proceed to adjust their own local 

personnel practices and strategies to best meet their own needs from an employee 
■'i motivational and ft'om a cost containment standpoint. 
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entirely, ^IJ^^Jf/®!?!'^^^^ Innovative and resoureeful 

. our Industrial Jna^^^^ ^ ^ ^^^^^^^ that many are 

ways of constnletlvely "^^^^^^K ^^^J^^i^rh^^ for the Federal Gov- 

(a) When employees reaeh aS^ early retirement trigger aa»o, mey may u»v« 
(i°K?larOrement; at aetuari^^^^^^^ 

Jllmenls th^t wou?d7eplaee the Sse of outside temporarj^servlees an4 the use 
?aTiaTemi^t''KX'^^^^^ worked, ^o an agreed formula aetuariaUy 

rplrsonaffl^mpK^ to assist the employee In phasing Into 

his de&ied post-industrial role- . . have a life evele, 

(e) Our corP<'«t«,«''P«"t°f "^'"^'^^ produeta 
Le.. '^^^'^'^^^..'''"^^'^^^^^ worker? Vhy does the wage 

have sueh a l"e "lycle— ana wny uoi u . worker is no longer 

have to go eonatMitly ""^^^f .^"''^"P.^"^.^^^^^^ of performing ttlB 

worth^the wage he is ^emg paW, or is^hys^eaUy ,n ^^v^^^^ ^^^^ 

job effieiently and safely. another, lesser 

above huve been assessed to be valid, vmy not o«er ine e v? ^^uia^eeept 
job in the eorporat on, one with 'i/esser wage M w^ ^ ^^^^ 

=t1s^^n?egrg1L"^r^^^^^ %TT^^^^'"^'^Tu ■ 

seetion of Time magazme m the May 15. ^^.^V^J^^'recyeling of older, middle, 
"deeruitmenf experiments are be ng tried out, in ^ ThiS program, 

and top managers to lower level 3°Xt^ a survey bf Danish managed ovir 56 
pioneered by Co-op Denrnw^k, ^f°«=*? to re- 

be eneouraged in our own country. assignment? eould and 

(d) PubUc seetor and governmental service ^P^^^ The mobility factor.as- 
6h6uld be made increasingly available for aging titizc^ 'certainly a 

sociated with offering P-'^'^Se^ nersons ^uld ^ reluctant ti uproot and 
problem area, because many oWer Pwsons "ouia gj.^ ^^^^^ 

. move away from theirjtphere of f?,™^''"'^!- need were there to 

services-now being performed "t the local lev^^^^^ uke our aging retiifees from the 
capitaUze on a mature and capable local r^ou^ ^^^^ ^^^^ 

private sector, I fee] sure there are^ven more puon senior citizens. 

gedecentraUzed and performed at t^ f i„. 
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S%liriiili!» tl^^ initial h^iuring on this highly imporUoit and 

. ' ''^ tp^f^^l^f j^^ the iasues that are present. Hetum- 

b¥]«il^f 'Itj^ I cbnsider that: 

mSiH^ issue before us. Thnt the present retjre- 

StradiMi^^ society, coupled with ihcreaving iongeV* 

bOi^im^mi^lMi^ economic futui*o burden upon. our 

Inir^en ew extent by eliminating the 

~ ;iti|]ti br^^^ philosophy and allowing inferested worlcers 

^;;ili;:the. work force on some basis for a longer period of time, 
for^jretDrem^bt funds. 
W^^^he ipi^^ age population of our work force tepre- 

I^ Wiiinits.A^ ti^^ asset, or an investment If you wiU. that 

^ ? shd\^d of bases, perhaps entirely different 

• 1 , ' ^^^^^^^ benefits, specifications of retirement 

i^r)^<^Vrili^ funding, among the various elements of 

^WV ou^ '86d^ty| '1x>thC^ reexamination and there is a 

^^^^ objective of retirement itseif, retirement pay. 

t '[:th#V1^9^^!bf th^ after , productive employment ceases and 

• ; ;i th^^ Tole ptthiT^deraf Government itself in this process. ' : , 

i^lf^:*!- dSi Pcorigratulati this committee on reoognlsing the Importance of this sublect 
ifv^i V niaiier andrinitlating tttls dialdg, wnich I am sure will become highly worthwhile 
' 'ia^d QODStny^ over the future months and even years ahead. 

: (6) I wis^Tio eiptees my apprdeiationlor the privilege of being allowed to present 
; iniy,-.per^al thoughts, observations, and ideas on this subject and hope that 
(•i^haps'a fefw^^^ somewhat to the success of your inquiry. 

-b;;^:::l>th^ 

s ... v^kIV^^ other final recommeii^datidns. I want to 

|j 5^camm€«ii exceltent statement and for a vieiy fine, fluid, and 

1? ;5wfll infbnncid presa^ We apprejsiate it very much. 

f -r ' ' Senator Ghurct^^ \ 
[Whereupon, at 12:06 p.m., the hearing adjourned.] 
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GOIiRESPONDENCE RELATING TO HEARING 

^ItEM 1. LXTTSB AKD EnOX«OBURB FrOM SENATOR FrANI^ ChURCH^ TO HoNT. A LAN 

K* Campbsll^ Chairman/ Civil Sbrviob Cohuission, Dated July 31, 1078 

Dsar Mr. Chairman: Thank you very much for partioipnting in our rocont 
hearing. We appreciated the opportunity to receive your firsthand report on 
procedural and cohoeptual changes which will accompany the end of mandatory 
retiremeAt Yor the mo9t Federal employees. We also appreciate the invitation to 
60y in dose touch as you put new procedures into effect. It is clear that Federal 
fU^encies wiU.be required to exorcise great sensitivity and ingenuity in meeting 
/the o^allenges aheiid. 

I have compiled a list of quesjtions and. xequosts cither made at the hearing or 
added since. We would like to have this additional material by September 5 for 
^nclusibn In our hearing record. If it is not possible to give a final statement on 
Any individual matter, I would be glad to nave an interim response indicating 
^hen the additional information will become available. 
- With beat wishes, 

Sincerely,. ^ « ^ ^' 

^ Frank Church, ^ 

^ _ . ' Chairman, 

[Enclosure.] , ' ■ 

Questions From Senator Frank Church , 

Questian 1. You point out that onh^ 1,773 persons, or about 2 percent of all 
-those retired in 1977 from the Federal service weie manda^rily retired — at age 
70 or above. Would you say that one reason for the small niAber of those manda- 
torily retiring may be the Federal agencies have, from time to time, offered in- 
ducements for early retirement in order -to comply with a job freese or other 
restriction?' ' ' 

« Que9tion t, We've heard a great deal said in the past 2 days about the heavy 
•cost to the economy of earlier and earlier retirement. Are you concerned about an 
^average retirement age of 58.3 years for Federal employees? 

Quwiion 9. A July 15 "Federal Diary" article in the Washington Fost said that 
tl^e F^erai Government is developing, a middle-age spread of about 230,000 
-persons who are old enough and with enough service to retire on a full pension. 
^0 you think that they should be retired now or do you think there might l)e good 
reason to try to persuade them to stay? Eligibility age for full retirement in civil 
eervioe now istands at 62 years with at least 5 years ' of service, 60 years with 20 
jyears of service, and 55 with 30 years. Do you think these are appropriate ages 
At which to provide full benefits? " , t. 

Queniion 4, You use the future or conditional tense when you talk about ap- 
proach^ to such performance evaluation posslbiUt ies as : 
Positions described by skills and abilities. 
Fair and etl^eotive performance appraisals. 
1 Self-analysis and career planning. 
\ How far along are you toward any of these goals? Had you started toward 
thein before this year s law banning mandatory Federal retirement went into 
•effect? How are you working with unions to win their cooperation in arriving at 
fair and effqctive performance appriaisals? 

Question 6, What. can be done to make what we now call preretirement training 
A more dynamic and acceptable process? 

(207) 
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tb«(t ph^nted nnd partial rotlrement 
,„ ^^^^.J Bbrvicc>'^Doe8 th6 pjoblem relttU) to 
way in^MiItl thiB option wna pr«ient«d7 What can be done xo nmke ii more 

***SS2^ r?Ypu^0^^^^ and part-tlmq ^liprk arr^gomints In your 
BtaTSffiJiXn before the*^ GoverMtal Affalrj Committee I 
rSK out tlfi^ Importance of .ueh woriTvrangementfl to t^^^^ older 
S^rtwr. 1 9UgS»t«d either atatutory or report languai^olo emphoaM that part^ 
EflSiploymffit poaitionfl should hot be confinijd ftl»aS«>,oxclU8lvoly tojbe ower 
SnSdMrBo y^u^^ In addition. iLauggestad that t« Civil Service CommlBS on 
Should be encouraged to develop, personnel regulatlons^o give career workers the 
SpXn^JK status ftnd rcrtut^ing to full-time career 
sUtus. DO y6u agre^t ^ ^ . ■ • 
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Vi%u 2,' LBt«R iwoM Hoif. Alan K. CAMi*BHLt,> Ciiairman, 
Qowv^xpfi ^ Sbnator' Frank Church, I^atbd/Skptk 

vDiiAB Sbhator Church: This Is in leply to you^r Mtw reduea^ answers to 
additional qutistron* which bav6 occurred since the w°V^,°i°^^^ 
Sttee oh Lly^l97^»78, concerning "Retirement, Em^loym^^ 
SeMnIng-'* I hAve wfiwered the questions In order oa.presftntedjh your Iftterj. 

rOiil&w U Yotf point out thatonly 1,773 persons, or abi»ut2*ercent of all those 
retiredlin 1977 frdmShe Federal service were mandatorily ^etiwd— at^a«^^^^^ 
above. Would you s^ that one reason fot the small number of those mandatorily 
retlKSrfHiay be tWitl^ agencies have, from time to time, <^ered inducements 

ewMeS^m^ to cdmply with a Job freeze or other restriction?! 

lorcariy rw^jjjiuwi -W^uq geQ^or, Uice in the private sector. It sometimes becomes 
le number of employees on the rolls, or the fijumber of 
^There ire several reasons for this, such as the discOntlnu- 
;aln work. Congress may decide to discontinue all or partfr 
of-Drosrateai orfunite inay be reduced* For whatever reason there ^ a^cutbi^ck, 
^5XSw<rfeV^^ early retirement. That is, the Civil Servlc^ 

RetiremS%>m an employee under the retirppjefit system who is 

tovSsS^ the service Is entitled to an Immediate annuity if : 

invoiumag^^^^ employed under the retirement system for at least^l 
yew witWnUei^^rJer^od Jmmedlately preceding the separation on whieh the 

*^?:S^*]5^t^ ejthee of the following minimum requirements: , 

• (aVMt^ fi^O and completion of 20 years of creditable service^ 

' ^imian service, or . „ < ^ j 

re, ttrt^^ompleted 26 years of creditable 'service, including 

Ver! that out of the total* number of retirtcs (85,568). ocQy, 
perffint, were separated under this provision in flScaJ year 
wvailaWe. statistics which would show how^any.of the em- 
1 undeJfOther provisions of the law, may also l^ave been subject 
Tforca situation; But, a reduction in force situation probably 



Reepoi^e. Ihithe . 
necessary to reduce 
employwf 4o be hirc^ 
^ ance or ml^ptipn in c 
' progpAMii 01* fun^ 



(a) Att^^ 

including.'* years pf 

(b) Kegirdless of 
5 years of civilian 

^gures ^w, h 
( 8,636, or ^Ule ovdrj 
1977, TheSre are nb 
plo^s, who rpr 
to the reductio 



^^ould haye¥ttf#effect^n the number of employ^ subject to mandatory retire- 

"[0*uM^je!Ve'^e heard a great deal said in the pi»st | days a'tiout the htovy 
•cost to the economy jjf earlier and earUer retirement. A^e you^ concerned about 
an averUKe retlremeBfrMe of 68.3 years for Federal emp pyees?] ,• , 

ffloMe"NSurJ^m*re concerned when employes r««'-l»t «»^ly 
pjirtSly when ?Ee retiree receives an annuity^hich^may not m6et lus n^^ 
J^t^ some aiMitants receiving less than $200 per njont»»)-Af«»rt showing 
the nuSber of emSiyee annuitants and survivor annuitants on jthe retirement 
roll &^f^ptembeWO, 1977, by monthly rates Of annuity is attached. 

■ — ■ 

..^^ee it>te«Mi^ pase 177. 
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i^iTiitiiiiiT libu ourinq thi riscAi ycaks \m to \%n 

^ ; J ' ■ . . . : , v' ;^ 117?, BV riSCAl YEAR WTIHtD 



fiscal ytin 



on roll 



ToUl 
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Dlt- 

tty 



Optional 



30«yr larvlct 



AiaSS A|f60 6Qto61 



aotoM 12to29' 
yri' larv* yn' larv- S yt 
lea, Icf, larvlc 




i6 7|7 
15 439 
W 490 
17.927 
20,098 
15,434 
15.094 
15,748 
16. 7U 
20.715 
9.996 
J5,652. 
30,015 
31,875 
31. 170 
9.027 
33.036- 



3 180 
3,229 
7 418 
5, 192 
I 697 
5.790 
7.746 
8.826 
11 921 
18,922 
24^397 
15,456 
14.010 
3,746 
16.649 



7.80i . 

29 634 . 

66^091 , 
1.399 . 
6.780 . 
6^571 . 
6^857 . 
6,235 

14,419 . 
4,302 
5,169 
6.006 
7 783 
8,079 
9.713 

16 416 

»,439 
,028 
8,634 
2.019 
9.312 



3.644 
4^153 
4.679 
5, 431 
6.091 
5. 591 
6,638 
6.893 
4. 102 
3.499 
1.031 
3.834 



17,429 
54,699 
11.947 
12.111 
13.371 
14.2384 
13, 196 
22. 077 
10. 186 
11. 166 
12o482 
13.980 
15. 077 
14,212 
17.717 
18,234 
10. 783 
8.863 
2.338, 
10, 049 



31,6: 
66, 7( 

1.2( 
1.01 
8 
1.2' 
81 
81 
1.01 
1.11 
1.31 
1 21 
1. 71 

2.o; 
1.6: 

1.41 
4( 
1.71 



Tobl.. 



1.096.961 J, 889. 591 191.816 549. 72S 189. 408 258, 658 55,586 303.755 
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Wo wouUt'Uko to point out hero, however, In answer to your quontlon, that 
whilo the averngc rethemcnt nge for a Federal employco may bo 68«3, nearly 
43 peronnt of persons wlio retlroU in ilacal year lu77 were agu 60 or uvur. IIhwo 
who retired at a much ewller ftge, thus bringing the avorugo ago down, Included 
air trftlBo controllers.) who are mandatorily retired at age 60, duo to tho unlmio- 
ncns of their profession; flroflghters and law onforccmont ofllcera who;are eligible 
to retire at age 60 with 20 years of servico (bocauNo of the need for a young and 
vigorouH work force In these oecupatlouB), and thoHo employees mentioned 
curlier who were separated Involuntarily. ^ 

[Question S, A July 16 "Federal DIury" article In the Wnshlnuton Tost said 
that the Federal Government is developing u ndd(JI«^»\ge spread ui abd^it 230,000' 
persons who are old enough and with enough ^er^icqi to retire on a full pension. 
Uo you think that they snould be rotlroti now or do vou tidnk there ndght be 
good reason to try to persuade them to stay? Eligibility ago for full retirement 
in civil service- now stands at 62 years with at least 6 years of, servico, 00 yoars 
with 20 years of service, and 66 with 30 yearn. Do you think these are appropriate 
ages at which to provlcle full bencflts?] 

llesponse. The fact that an Individual has reached a certain ago or has served 
a certain number of years is not suflleient reason to persuade or oneourage him. 
or her, to retire, or not to retire. The Federal Qovernment often loses a skilled 
employee at the peak of his career through retirement. This has always been, 
ana will continue to bo a problem, especially when retirement benefits make it 
oConomieally feasible for tne employee to retire at an earlier age. It must be 
kept in niind, however, that the liberalized benefits are nceessary In order Tor 
the Federal uovernment .to attract and retain eompetejit employees in eompeti- 
tion with private Industry. - . 

IQueition 4, You use the future^or eonditi6nal tense when you talk about ap- 
prpaches to sueh performance evaluation possibilities. as: 

Positions described by skills and aWUlics, 

Fail] and effeotive performance appraisofs. 

Self-^analysis and career planning. 

How far along a*e you toward any of these goals? Had you started toward 
them before this yearns law banning mandutorTrTederal retirement went ipfio* 
effect? HoW: are you working with unions to win their cooperation in arriving at 
fair and effective performance appraisals?! 

Response. The future and conditional tenses were used in referring to the three- 
possibilities listed in the qi^stion to indicate that they are not existing accomplish- 
ments but are among several proposals, being considered as ways to improve 
personnel management in general and performance appraisal in particular. Theso- 
improvements are intended to apply to Federal employees regardless of age. tn 
the areas of performance requirements and performance appraisal, developmental 
worH was underway well before enactment of 'Public Law 95-250 banning age 70 
mandatory Federal retirement. Such basic improvements, however, are especially 
applicable to the needs of older workers. There iias not yet been fvny substantive 
work on the self-analysis (ind career planning techniques as applied to the older 
employee. , , . , 

Material on performance appraisal published lost year was subniittcd to unions 
as well as other Itaterested cn*ganizattons and agencies for compnenta and sugges- 
tions which were carefully considered before publication. The same practice wilt 
be followed wherever feasible. We recommend to agencies which are undertaking 
changes in their performance appraisal systems to involve unions in early stages* 
of planning and all along the process through the implementation of the new sys- 
tems. A • . , 

IQiiestion 5. What can bo done to mj^kc what we now call preretirement traminff 
a more dynamic, and acceptable process?] 

Response. There is nothing to add at this time to our previous comments^ 
concerning preretirement training or counseling. ^- 

IQueitton 6. The committee understands that phased and partial retirement 
have had limited acceptance iiiLthe Federal service. Does the problem relate to 
the way in which this option was presented? What can be done t© make it more- 
attractive?] ' , * I 

Response* Phased and partial retirement has never been formally presented* 
Information has only been presented to agencies through a Civil Service Gommis-^ 
sion buHetin. As stated in ou^ letter of Jun^ 27, 1977 to the committee, participa- 
tion in agency graduiol retirement programs was slight in the most recent survey 
conducted by the Commission. This may, in part, be attributable to the civil 
service retirement law*8 liberal age and employment requirements for retirement. 
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ik^t^^i^^ (alter 307«4r» 
B|lUt< i^rHtM l^ or for 



t^mertion into 
lual retlrtmbnt 

^flo future date* 

intlee. 



'^th#r oUUoW^to, 

kUM of ■uolt futuri'unoerl^ 
liirtmo b(UtiolpiiUoii are simple and basic. 
, ^ |)% wofdod ip gradual retirement. Second^ 
W9Ula aocryia to tbain through gradual rotlrt* 
jjjVfte to ageneies and en^ployees, 
flifll^tlMif: fUOi^agendies are oonsiderin([ the Imple- 



^ ^ . ^ , _ 'a consider 1^ highly unlikely, 
i( major obstacle to increased use of phased or 



0. 



^ ^ral service is an economic ono^ Under our. current 

'S aimuliy la oomputfd oathe basis of length of Government 
HVeragafiajr reeelli^d dWng S consecutive years of employ 



;yy<MMi^ whai 1^ . 
f ^ t|viBfn|Jto the 

e~ in^ipiioaY^^ tba^flfeots of annual dovernmont pay 

Ijgkt an impli:(7e«'»higbei(tfialii»ym^rall^^ at the end of his or her career. 

etirisment by working part time, cut themselves 
increase in their annuity, since their ''high 3" 
oeourred before they pegan working part time. 

the more he or 



_ , ' Smptorees who opi 



-Sfo^pn.^ «jippum.]wi«««t tlm. before fl^riifr.^ 
sha T^Oiea.'' Altho of>their . creditable servi^^ ittreiisesi It is not 

? 'i^:^jinottgb to^^ b pay raises, Kmployoos rciCRse this and are 

geiMMlte^uotattt to 1^^ > 

V' l0i(iinm 7»!^You endorsed jQexltlme and part-Umework, arratigements in your 
\ the Governmental AffiMrs Committee I 

> ' ' of such work arrangements to the older 
iV TWO^ki^r^ I auiMMted eltnte-i^ report language to emphasise that parW 
fS 'i^'^ ^S^y^PoX poiitlOflii'Should not be confined almost oxciusiveiy to the lower 
: • I trades* po y0i^,agree7 In additloui I suggested that the Civil Service Commission 
Cj vliilioilld^lia tnaom personnel regulations to give career workers the 

< ' ^Option ^(aeleetlng oareei pari*time status and'returning to full-time career status. 

.iiResponae* Aa l indloatad to; my testimony, this administration is taking a 
: 4&umbiir of staj^ to4ncrea8a the availability of part-time employment in the 
iFedaral sarvjh»;^1j|ppe of our actions has been to emphasize increased part-time 
y : ampli^irment In pipfessional poeitionsf at GS-7 and above. While we do not yet 

> have oompleta reiierta of agenoy progress in this area yet, our belief is that sub- 
stantial gaina ha|V#be6n made over the last year. I should add, however, that we 
do not favor tha ''earmarking" of a apeoiflo percentage of Jobs at each grade level 
aa time along the lipea proposed in various legislation. This would severely 

^Unlt itlKr staffing flexibility of Federal , employees ^md could restrict promotion 
« opbprtunitiea for current fuU-time employee^^ 

f ^ Current eivU service regulations give agencies the authority and responsibility 
; for setting work schedules. Agenoy officials can then permit employees to volun- 
: i ^rS*rlfy switch froni^fuU time to part time and vice versa as the situation demandft. 
. : Although; we eneoturage agencies ^ aoeommodato employee needs in setting, work 
aeheduMSyvthe requiranents of the organisation take precedence and not all 
; >ai&ployM;d6airea can be realised; 

Ifor the futuroi we may need to make some changes in this arrangement. The 
: growing number of wmen in the work force and the desire for more employee 
; > . .^eontfoLoverHhe quaofy of worJc life are certain to Increase the need and demand 
r r f 6r psit-time emplc^3hment* - So European countries have already recgnised 
^i:.-. :thi8 aitoaiion ana given public employees the right to switch from full time to 
part. time under certain olroumstanceS) e.g., if they have child caring responsibil- 
xior^ Jtieit> Wjs idUJ^ in developing our recQmrnefldattons 

for the President^ on IMeral part-time employment next year. 
• iiope the fbregoto be helpful for moluslon in your hearing record* 
, ; jt;i . ,; Blnaerely yours, 

' '-7. :'^.\\<r' ' Alan K, Campbell^ • 

■ ■* Chairr/ian^ 



^.VSltSrcSAAH. COKK., MAlf AgimiMTmitaU^^ AMD 



!LS!!r%iSSSI^[^^ earlier In oonstruoUve and ohMlongIng 



i«AS^£i2r«S?SrtWd1lta to •ddlttonal material bv 8ept«mb«r SJTor 

'SS toS«SttSSSCT gUd to h»VB Ml li\t«irim rwponse indicating when 

■.y S« adWUtlmwi UNMiktloii wiU beoome avillable. 
'.V.'- ■ W^«hbMrtiiMk» ■ 

. rM^nnowily, ^ . Prajik CiioncM, 

' CAatV/iton. 

QoMitoMS From ScMAToR Frank OaVmoB 

' OumMm i You l»«rd the prevloxu wltneM diiouM Civil Service Commlwlo^ 
DlMnSr&arwttht^^ mandatory reUrement at age 70 in the Federal 
£m%tfjHo¥adeauate.inyouroR ^ . ^ _i 

^Zm^^^y^mSu^^ Fed&al'Civemment ha« » "tt^t^^o 

MlilTdStotog ttrnUntaK and perhape maximum eUmdarda of what con- 
JututS^i^SullewlSKt^ you *l>tak the mlnlmu|Mnonthly 



•^'SaSlf*fSS?'m.jSr*SS2for our hearing 1. tbe approp.^ ~le for 
«?^i3blloMotDri in responding to retfrement income adoquaoy.. I 
S^JS* U^mlS^bSrSSlbU) MWtor ySu to tell us quanUtaOvely wh*tthe 
' SStriiu mSXouW to.*B?^^ outline in broad principlee what would 

SwSreS^ie of eaS M^^^^ should be placed «pon J>ubUc airi 

to rtwuond. to ^ retirement income needs of older XmerloansT 
^S^St^iY^ iSStSk Jf short-rZw and supcrllclal ad vantages to a comp«y 
. «niAiv hv oemt rfidufitlon. DOM the same 



&s.sS'sSm?;.s^^^^^^ 

**K5i«6n ^. You have been aesoclated with Urge ooTporaUons and ^^^^ 




who do not 
would thla 



ZfkT How™ 5rp%vJnrirbeSng a p^^^^ for e™,^ wl,o want to 
JSS^mWon th?^^n whl, thinlc th/t they wlU be abFe to do so on r«luc«d 

^5i2Ii5?7fYou"^Uon m your testimony a studv cited In your book, whWh 
.a2?2rSSt a cZSt 26-year^ld working man would gain ^^'^'j^J'J^r?^ 
iHStomt fundtoan from social security.! am sure y°»>°°7 
In ad^on to providing retirement Income with costof-livlng a'^l""*™"^.?!?' 
^emlHXs'^wid dSSiblUty benefite as weU as hospital Insuranee protection. 

'^^S^Ty-JTS:!^ PaR« 3* and top of page 35)^ 

JSw^fLd. bT^lal sewr^ siid retlrement-^unds progressively over^the 
2; a cert^n future period all retirement funds, both 

needs while buUdlng the universal funding ayatem? 




for yoiv klAd liitor of July 81. 1 am glad 
otHM lUNuing wii oonatrucUva and uaaful 
l|iaiain tbti vary axoallent and Important 



t^ ltt W ih pdl d to ma attlalti additional quaetlona whieh have arisen out 
I ihiU aodaavor to anpwer them herewith tp the 

^„ ^^S'lS^^mik^ wltnMii dtaouaa QvU 8ervice Commlialon 
(H^lih;^ 4iid reUreMnt at ^ 70 in the Federal 

.^.Im'l^lS^^ Commlaelon and 

riMniiSm to comment on thia particular queetlon. 

/ ^ Ftodaral Qovemmant haa a atrateglo 

"^^^ perhapa mAximom jitandarda of what oonatl* 

^ Mlfomont Uioome. What do you think the minimum monthly 
'nfd'iSoiUd bi todayri ^ 
lildieatad In my taaUmony. I feel that a "norm'* in the private 
Wiuroitfia tM pereant of final o yeara average oompenaatlon, ttmea 
lea« TUil irould mean that 40 yaatii of aer^ce would provide a retire* ^yf 
^01 W paroant of pa^, uxd l^mmM of service, 70 percent of pay. ^ 
iaj&r eonoept would be jr^^yof aervloe^in^the produotlve main; 
nr 'f^pMa. o( 



3S 



ol oompahlaf 



Involved. I* have recommended 



of ratlramani oontHbm Mtm, with nt> forfeitures at all. 

, oOneept doea not prechioe auperimpoqed thrift plana on top 

Ml nlatf^ nor ooea It preclude even a more liberal vettrament income 
leU ttwlraala of the productive career of an employee. 
X do paraooiUly' f av^ puttiM form of ceiling on the retirement feature. 
1^ Oidt aa ii'lonfirol'Milnat innfUon. I would not approve any accumulating of 
|milo& l^matta tlUi yMdad over 100 percent of final 5 yeara compensation uter 

I^SMttofi^^^'^^M'of the maj^r Issues for our hearings is the appropriate role for 
iia prival0 and pubUd aaetors in ^responding to*rttlremont income adequacy. I 
iSdla^^iliat It may net bo poadble now for you to teU us quantltatlvelv what the 
i^Hiropflikte inlx anoukt be* But could you outline in broad principles what shotud 
^itmpt6jw t<^ \i aa6h and what emphasis should be placed upon publie and 
prima dforta to reapoiid to the retirement income needs of older AmerlcnsTl 
TlmMm^ Am Indioated In my text» I believe that the Government's role should 
IpHjfitf^A tim m ipitw^im retirement benefit that Is socially acceptable in our 
' 111 theij(pmt era; to police this policy, see that such benefits are ade- 
quatlH|yM^fi)mdly 'fundM and that abusea and discrimination, are controlled.^ 
' I fMj^Br^Ooyemmant'a role in the public sector mnouhts tOi or should amount 
thi3Bl th&g aa in the private sector and that the present "giant kltlng'sya- 
tam'l approach to publio sector financing of retirement disbursemenU be totally 
dbaima^vto to a* system paflUlellng the common practice in the private sector. 
■'■'^ I befleve that the mcUvidual himself and bis accumulated roster of employers 
^shdulct have the burden of providing for his retirement needs on a "pay-as-you-go" 
* bails.'"' ' • 

I bWava the Qovehiment's only role In this, except Insofar as it is the "fitn* 
j9loM|f''0(f publia sector employees Is to define the social policy and see that it la 

^^inihbttt doubti there will be a large body of present retirees to whom this logic 
kiot sppj^ bemuse no such fimding was set aside for them historically. These 
' ^ represent a financial obligation that must be faced and liquidated 
eotahle W tniB ftbpdaair Whatl am proposfng la to cover new employees entering' 




^ise statwBMat, ma ISe 



tl« productive maiM of existing workers as practical.- It will - 

aaMttedly take.a geneiiiatibn or so to resolve the burden of transition from our 
|)98t methctd of funding ;ret^ and what I am proposing for tne 

^ [S^ibW You'aLso tiiioiT short and superficial advantages to a company 
from, an employee's severancie^otivated solely by cost reduction. Does thesMne 
appliy to retirement? The notion of "making way for younger workersVoften 
"blinds assets the firm may be losing when enforced retirement is imposed, po you 
lagree?] . ■ v ' - . ^/^ ^ 

^^lespo& When coinpa^ ways to prune costs, <or whatever 

ffeasonl they ahnost:invariab]^ look at payrolls to see what can be reduced from 
"^ roster.^Marginal employees are weeded out in this process, where possible, and 
Also it is not uncommon lo try to persuade employees who are nearing retirement 
1» step aside and retire earlier. Some colmpames even offer pay •incentiyes to 
•encourage these employeeslto elect earlier retirement. The logic here is that such 
an incentive bonus is a ^'onenshot" payment that hurt^ earnings per share imtiallv, 
but is dSigned, after the initial impact, to shift the payroll, which is an annuaUv 
reourrinR^MJTO for this'emplc^ea away from current profit and loss impact ana 
insteadlnto the disbursement frOm retirement fund category, which does not 
Affect current year profit and loss. This strategy does reduce annual costs to the. 
«orp6rati<^, after l£e initial incentive boiniu^ is paid. It also does allow younger 
■workers to remain with ihe company and not face the cost reduction axe. 
The fart^ftiat a.valuable asset to the company and to .'society, in the fonn of the 
ajiature and experienced worker, who is placed on retirement, is lost for what 
^appea^s to be a short-term economic gain, rs, in my view, somewhat deceptive^nd 
illusory/.partibularly when. viewed in the conteit of « 

IQuetiwn S, You have been associated with large corporations and with smaller 
firmsl' Have you Been, in any of the organizations you have been associated with, 
recognition of your concept of the employee as an asset instead of a cost?] 
: Kesppnse^ I think I ivould have to answer this question in the negative. While 
obviouslyi in individual cases, the asset value of a particular person is widely 
recognized, the application of this concept to employees generally is nbt. 
' iQue$iion e. You talk about a "semiretirement fund" for employees who do not 
wish to worWuU time after some years with the company. How would this wodcJ 
How wouldj^fcu prevent it becoming a prop for employees who want to coast rest- 
fully on the job, and who think'that they will be able to do so on reduced pay for 
reduced hours?] , • ii " j .li x 

Response. A good question and possibly a thorny one. The 'semiretirement 
fund'^ tfould not become operative before a certain bhronological date, let us say 
age 60, for example. Not all jobs within a given company must necessarily be 
iBligible for such a program, so an employee moving to this program from full 
assigHjnent might have to accept a different duty. Even if the new MSignment 
only calls for 20hour8 per week, or perhaps, if seasonally set up, only 30 weeks in 
the year, there would still have to be performance charactenistics for the job 
which must be met, or the person would be asked to resign from the position. 
This would be the same as any full-time job now. If you xlon't perform the job 
adequately, you are ^dismissed. Also, the economics of the semiretirement fimd 
should be ^ablished as an incentive to work, not as an incentive for nonwprk. - 
The mechanisHM is really designed to accommodate those employees who are 
tired and wish Store time off to pursue other interests: its merit lies in the deferrral 
of the horrendous economics of full early retirement for too protracted a period 
of remaining life for an employee who wants some form of reprieve from full work. 

[Question ?, You mention in your testimony a study, cited in your book, which 
asserts that a current 26-ye'ar-old . working man would gain more from a private 
investment fund than from social security. I am sure you know that social secunty , 
in addition to providing retirement income with cost-of-living adjustments, also 
offers suirvivors and disability benefits, as well as hospital insurance protection. 
Do yoiu: calculations iake these factors into accoimt?] 

" Response. I am aware of the fact that social security offers protective payments 
for more than just reth-emeht alone, but it is difficult to separate out the costs of 
these other features and isolate a. true ''applies te apples" comparison. Therefore, 
my calculations ar6 admittedly somewhat simplistic. I feel quite sure, however, 
that? whatever refinement in .cost comparisons are made, the basicVrtmise would 
remahi true, i.e., that a worker would get significantly more for his dollar under a 
trusteed private fund than he would get from the social secunty system. Bear m 
mind, your social security system -is a "giant kiting scheme and you are still 
trying to take money from retfiijto^ay your past deficiency as regards Paul— 



41 

4S 




il:^S:3^i3^#Wo^ able 

to imtenable strategy. 



|[QuM^idn^^^ A^Jisory Ck)uncil recommended that 

S^^g^i : %^jBeHow age for unreduced 

"i P W.l^ in the year 2006 and enjiing in 
yf^v^il'r^trthe be a socially desirable policy for 




rJy^rf^R^ Becurity benefits for one. employee while still 

i:'- J^aDdi^ to enjoy a highly liberal retirement 

k4vi:q^ ^onqfti^ mtbierable; You can't continue to have armed serviced hon- 

vSv' t c6ml>atwi^^ full retirement benefits atf cer 20 years, or the 2}i ' pier- 

S^Tvl'Oeht per certain congpcessional members'and pay for these. lush 
the ■ ''stretched" timing of full- social security pay eligibility for the 

^'^^^snk^^luid^^f^^ would be unthinkable. I'd 

"sUg^ the discrimination first; plus, encourage 

'<0yA:m by eliminating the mandatory retireznent 

;. -dateiea^^ the flexibility of working part time and starting to 

Jv;.; ::^^^^^^^ retirement supplemental pay. Then, when all these ^ 

'^iit'^, be appropriate to make the miove to deferring the date for 

v .\^^^^ : ; (bottom of page 34 and top pf page 35) a 

hM vf^ and retirepient funda^ progressively over the 

. i : certain future period-all retirement funds. both public 

l^'' V private,, ;WOuld -in fact be one "universal funding-ias^pU^Work system.'' I 

J§ .'I- ' >wo^dilike more, details; Fo^ example, how do you deal wittt'current needs while 

f ' V .R^ponse. There are,twd!.poin\s that lie behind this que^tidn^'.The first relates 
i^,^^ 1^^^^^ private sector plans! Back in the distant past when the Federal Government 

?v -'/l had little' cohti^ol over, or visibility of, private pension plans, and even .when there 
- ^ there was a neefi for public sector funding, i.e., 

1^ , - ' ithe s6^^ system. The same conditions as existeMjien are far from today's 

i pre^ scene, iand. while even the most recent le^lation as re-- 

> igards pnvate .plans needs further "sharpening," nevertheless, the private plftnB,.are 
f CjBTtainly now: under good Federal vigilance and meeting ^ch prescribed minimum 
■<'. ': :8pecifications as have been to date promulgated. This being so, there is a redun- 
oa^cy in private, sector pension plans and the social security system as it relates"^ 
•eniployeeS'COvcired by private plans. If you accept my recommendations, for coija- 




. ineht«^:c^ pexision fund) are unnecesiarily 

>eum1^eb:8ome and no longer serve the useful purpose planned in the pastJSv.the 
.^tablisbment of the social security system itself. I envisage that employee A will 
'dS^^ company' X and he yfUl contribute a defined contribution toward , 

' his< ow^^ benefit out of his weekly payroll. ^This contribution is 

presently going *inf6 a social security fund where matching contributions by his 
•employer are cuso directed and credited to his account. ; ■ ./ 

: With the present status of Government regulation of private pension plans, in 
; :my opinion, such funds are more appropriately contributed direcUuAnto the em* 
v ployer's duly qualified. pension fund together with the additiojpial/Sonlributions 
irequired^f the employer to property plan on &n annual basis. 

To split these various contributions bet we^ a Government^cial security fund 
.and a private pension plan no*" longer serves a useful purpose in my view. I am surd 
rthat Government economists Tdtould agree and opt that all such'' funds go entirely 
^^nlfO a spcial security pboLvJn this I disagree. The Govemmenjb's direct access to, 
fun'd^ does not serve the^best interest of t^e^ employee himself 
""iiffie employer, in ton as there is no ^preservation of the integnty of funds 
iicurked for a ^>ecific employee. Nor is there adeqiiartTe/incentive toj^^Federal 
„^inistratora to optimize the productivity of the funded ^vestments, maximize 
li.eir:yidd^ coritrpl costs and elmiinate abuses. These highly important economic 
' ^necessities are more, likely, to be found in the private sector tnan in the public 
;*ect6r.:V /■■■'. ■ " " ' . 



^ ^nierefor© ! itte for such privat^^ctor employees 

ro^Se<Nrehiole; is iismaterial, but the concept should pwdlel that of the con 

y^mm^m'^^^'^'^ ^=^p^ ^he 

|^it\*te^^^^^^^ 

Drovide TOsS funds over a certam extended penod of ti™^' ^AjlVi sflTDUt' 
evS^^^The important thing is (a) to go fo^j^^d o°„f P'-°Pfi (wMv^ a 
s'oirrfw on' cohtinuattofl of the pa^ inadequate plan, and (b) nave »: 

plSrredudn^hSuided p^t service Uability over an acceptable economic 

^^SiJI up^^^^ - t--tmg these ^^m^^. 

qu^ti'oiSSme^r f^e f quire m^^^^^ 

^^^S^hj^^C^^^^ and I hope 
they miy; be. Somewhat iiseful m 

Vei^fr sincerely, . ^ : Stanlet M. Babson, Jb. 

iTisM 5 Letter FRbM Senator Frank Chujich, to Alfred B ltosHNER/ 
Tirect^^^eAtork Tbach^^^ Pension Association, Inc., New York, 

TJ Y Dated August 4, 1978 
■ ri'//™ KtRRHNER- Thank you for your recent letter concerning possible 
te^^ny^for^™mmT^^^^ 

tolSrSt^n^STy Kten'^tt^^fca^;^^^^^ 
IS^digYSra on^'Retirement, Employment, and Lifelong Leammg. The 

I look forward to receiving your written j:«stimony. 
With best wishes, ' 

Sincerely, ^ Frank Church, 

^ . - . Chairman. 

Item 6. Letter and Statement From Wii-mam Withers, Ph. D , PR^8n)ENT 
New York Teachers Pension Association, Inc., New York, !S.x., to 
Senator Frank Church, Dated August 18, 1978 

i in the record of the recent hearings of thcSpecial Committee on Agmg. y> c gi j 
appreciate this privilege and thewstatement is.enclosed. 



If we can be of any further service; or provide testimony at any future hearings, 
please let us know. are' anxious to cooperate with you in every possible way.- 

/ . Sincerely yours, . ^ ^ ^ .^4t^ 

William Withers, Ph.D^^.^^*^ 
President, 



S^TE 



[Ezxcloinre.] 



S'Ktement OF Dr. William Withers 

There are thousands of public pension systems in the United States with funds 
amounting to $115 billion. Between 75 percent and 80 percent of these systems 
are contributory. This means that the life savings of millions of retired public 
employees are involved. In some plans, as much as 50 percent of the assets have 




culties, are to a very considerable extent the actual pavings of the teachers. 

* But publiq pensioners in the United States, unlike private pensioners, have 
liitle or no protection. During the hearings on ERISA (the Employee Rjetirement 
Income Security Act), Prof. Dan MoGill, one of the leading authorities on pen- 
sions in the United Sta'tes, pointed out that public pensioners are in as-much need 
X)f ^protection as those in private pension systems, and for this reasoii a task force 
of the House Committee on Education and Labor was. established to study the 
matter. Its report has been published recently. 

The report reveals .that most public pension funds are controlled by elected 
public officials and to a lesser degree by trustees- elected by actfve einployees. 
we find nothing in the report to refute the conclusions of an earlier study made 
by the Twentieth Century Fund that there exists a great* conflict of interest.- 
(Louis Kohlmeier, "Conflict of Interest: State and Lt)cal Pension Fund Asset 
Management," Twentieth Century Fund, Ne^ York, 1976.) Based on the decision 
of Judge Cardoza in Meinkard v. 5a/mon . (1928), and other cases, the sole re- 
sponsibility of a trustee is. to protect the assets of, a trust in the interest of the 
beneficiaries. But public pension trustees have frequently and flagrantly violated 
this responsibilitjr by using trust funds for purposes unr,elated to the welfare 
of the beneficiaries. In so doing, they have jeopardized the sqlvency of the funds 
they were* supposed to protect. The pensioner has been helpless to prevent this. 
He has no representative on his board of trustees. If he goes to court, he is faced 
with huge legal expenses and is very likely to lose his case. unless he appeals, since 
the lower courts are hesitant about charging public trustees with fiduciary^ 
irresponsibility. ■' ^ ' . r^^^ , ' 

The sad history of what has occurred^n New York City since 1975 strongly 
supports this, need for protection. Under pressure from the Gpvem6r, the mayor 
,and ti\,e controller, and with the suppfort of leaders of the municipal employee 
unions, the pension funds have been forced to buy millions of citjr*and MAC 
bonds, moat of wiiich are unmiirketable and have Caa ratings. To buy these 
bonds, millions of dollars worth of good pension assets had to. be sold by the 
funds at huge. losses. In 1977, the unamortized lo&s to the teacliers pension fund 
aJone amounted to $180 million.. Why was this done? 

New York City was on the Verge of bankruptcy. The banks refused to buy 
any more ciiy bonds. ' They were unloading them on customers who have since 
filed' suits. City expenses or salaries were not cut sufficiently to balance the 
budget. The unions opposed' such measures. T^ey demanded salary and cost-of- 
living increases. Money was available iiv ,th# pension funds and because the 
* pensioners were- unrepresented and had no political influence, fiduciary responsi- 
bility w&s totally disregarded. * ' \. , 

As a result, the five city pe.nsion funds are now threatened with bankruptcy as 
well AS:the city. No permanent or long-run solution to the city's fiscal dilemma 
has bee^ provided by literally robbing the 'pension funds of milhons of dollars to. 
provide salary and cost of living increases for union mehibers and assist the banks 
to avoid any sizeable risk taking to finance New York City. Less than 1 percent 
of the total assets of the large city banks are invested in city- securities. 

The city, controllers' office reported to Congress that 35 percent of the total 
pension fund assets'^ are already in these securities. This was a gross underestimate 
intended to make Congress believe that the pension funds could legitimately be 
expected to buy even more of these bonds. The actual figure is at least 48 per- 
cent. The controllers* office included the variable assets in the total assets. The 
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v S' varikbi&aSfe^ buy these securities and most i)f .the 

> beiisionwMVe^C^ assets which can be used. If ^one excludea 

^the variable awte fi^m thi^^^^^ already about 

' 50 penseiit hivested m seciurities. -If pnvate pension fund 

■ tni8te«-did^^^ ^ securities of one company 

•^?or &«ab3^r'S(lBecuri^ and it is certainly a 

violat&t orthe c^ t> ^ ,i. 

^ " ; What Jms hajbt)eii^ amounts to political expediency. But jt 

kev^wdrae:^tte dfi^^ minority, old retired people, thousands; 

off^wiiom^^ y^®^^ ^^^^ 

Is it worse to deny a competent-, 
i oldw^^^^^ ^ or^^ pension when he. 

t^n^S«&7^Ite^i^ Federal law, but not the second. 

What has happened in^New Ywk City is 
rfi^^ statute, Pul^ Law 94-236. Whether the 

d^-p^ funds are ever saleal^p, many millions of the pea- 

Monks' asfl^ . weri^ squandered, to buy them, i . xo * ' ^ j j 

^^^^ have the protections of ERISA extended 

taViiblio retSttbient s no logical or moral reason why this should 

n<£h6^^d^^ systems shomd be covered^under 

■'the insii^^ by ERKA tlu-ough the Pension Benefit Guaranty Corpo-, 

•xa^6n;;otta' 8^^ be established to protect public pensioners,. 
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